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Israel to release 
half of funds It 
withheld from 
Palestinians 

Israeli prime minister Benjamin 

Netanyahu said he would release 
half the remaining funds owed to 
the Palestinian Authority which 
were hlocked in retaliation far 
wddd a bombings. US secretary of 
state .Madeleine Albright trav- 
elled to Jordan to complete her 
Middle East tour. Page 20 

•Hd-nlr cnioh feared 

A Ge rman military aircraft miss- 
ing off Angola with 24 people on 
board may have collided with a 
US military aircraft, the German 
defence ministry —Id. 

US seeks Chernobyl doeure 

The European Bank for Recon- 
struction and Development says 


to secure the shutdown of Cher- 
nobyl, otto of the world's worst 
nuclear accident Page 3 

StMy atari for Ulster taKcai 

Today's launch of negotiations 
on Northern Ireland's future look 
set to be bogged down by argu- 
ments over procedural details. 
Page 20; Editorial Comment 
Page 19 

Norwegians vote 


Allianz granted 
approval for 
China life 
Joint venture 

China yesterday gave Allianz the 
green light to set up a joint ven- 
ture In Sh»ng h» j 1 wigg in g flag 
German insurer onl y th e a aro n d 
foreign company authorised to 
set up & life insurance joint ven- 
ture. Shflng hfll- lw s ed Ttaghmig 
Insurance wDl take 49 par cent 
Page 21 

France Toteoom privatUattom 

Coordinators of France Tele- 
com’s Initial public offering 
intend to price the shares at 
between FFr170 and FFr200, rais- 
ing at least FFr34hn <$&68bn). 
Page 21 

Caahto’s founding family 
shareholders rejected a FFr28bn 
($4.6bn) hostile bid fear the French 
retail group by rival Promodte 
and backed an alternative 
friendly offer. Page 21 

US Airways promised to fight a 
lawsuit filed by aircraft maker 
Boeing over its decision to cancel 
an order for 48 Boeing jets and 
buy from Airbus Industrie 
instead. Page 7 


EU bid to foil 
speculators 
ahead of single 
currency start 

New element in Emu timetable 


World watches Bosnian local elections 


with no clear view of whether the 
minority Labour government will 
retain power. PoUsh elections. 
Page 8 

■neray demand *ooukl dodrif 

Warld demand for energy could 
double by 2020, requiring an 
investment of $s,0(X8m in new 
electricity generation, a study 
shows. Pages 


Mereoaur, South American 
trade group, will be ready to sign 
a free-trade agreement with the 
European Union in 1999, says a 
EU commissioner. Page 4 


Latin Amer i c a n growth 

Latin America can aspect eco- 
nomic growth of only 4 per cent a 
year, with poor education being 
the region's greatest obstacle, a 
report says. Page 20 

■U In row over ooata 

The European Union is trying to 
contain a row over the costs of 
enlargement which threatens to 
disrupt its timetable for admit- 
ting new members. Page 2 

■Air !■> ildWl wHh TahnfrwaSif 1 * 1 
HR Nl (Ml WUn I AIWWMV 

Hang Kong appeared to havB 
reached agreement with Taiwan- 
ese in the territory over celebra- 
tions for Taiwan’s national day 
next month. Page 6 


Kalian taxaai Italy’s new dual 
corporate tax system will give big 
breaks to companies that rein- 
vest profits, issue new equity or 
seek a market listing. Page 2 

Sears directors are to consider 
proposals for breaking up the UK 
retail conglomerate’s loss-making 
shoe division. Page 22 

Hapag Lloyd, German transport 
and tourism group, wants to take 
control of travel services group 
Tourtstik Union International, in 
which ft has a 30 per cent state. 
Page 22 


USA Bngoga, comprising over 
600 US companies and business 
groups, is to campaign against 
trade sanctions by federal, state 
and local governments. Page 4 

llolrfcnin Tzfcuehojm Bank and 

Hokkaido Bank are to postpone 
their planned merger bp at least 
six months while they try to 
resolve differences over bad debts 
and restructuring. Page 22 


Poles lobbied to buy UK arms 

UK defence secretary George 
Robertson will visit Warsaw 
today to discuss Poland’s enfaev to 
Nato and to lobby for the British 
ar maments industry. Page 3 


•wodMi construction group 

Skanaka may join what would be 
the second refinancing In just 
over a year of troubled UK con- 
tractor Coetatn. Page 22 


By Lionel Barber and Wottflanq 
MQnchau In Mondorf-lea flalna 

The European Union has given 
its dearest signal to date that 
economic and monetary union 
(Emu) will go ahead as planned 
on January 1, 1999 - and at the 
same Hir»o maH» it more difficult 
for financial markets to speculate 
against the project. 

EU finance ministers agreed 
that bilateral conversion rates for 
future members of the single cur- 
rency would be announced next 
May. The declaration will coin- 
cide with EU leaders' choice of 
the founding members of Emu. 

The new element in tin* Emn 
timetable, agreed at a weekend 

no tin g of flnnnra ministers and 
central bankers in Luxembourg, 
is intended to reduce the risk of 
currency speculation before the 
lminnh of the Single curr ency, the 
euro. “We will de facto have a 
piece of monetary union in 
place,” said Hans Tietmeyer. 
president of the Bundesbank, the 
German central hani*. 

As a result, investors will know 
by May what rates should prevail 
i between, say, the D-Mark and the 
French franc between 1299 and 
2002, whan euro notes an ^ coins 
will enma into circulation. 

Ministers left open whether 
they would use the central rates 
in the exchange rate mechanism 
to establish the irrevocable rates 
for Emu participants. Central 
rates are the most likely option. 

The weekend HorinmHrm does 
not cover the eventual conver- 
sion rates between national cur- 
rencies and the euro. These will 
be determined on January 1, 1999, 
according to the Maastricht 
treaty, which lays down the 


terms for Emu. 

Officials ackno wledged that the 
“pre-announcement” strategy 

depends crucially on whether 
financial markets view the choice 
of countries as credible, since 
exchange rates can still fluctuate 
between May 1998 and January 
1999i 

The selection will be based on 
whether countries have met in a 
sustainable tnannnr the Maas- 
tricht treaty’s criteria on infla- 
tion, interest rates, exchange rate 
stability, public sector debt and 
deficits. 

Divisions resurfaced between 
France and Germany over how to 
coordinate economic policy 
among countries in the future 
euro zone. 

France Is still pressing for a 
“visible" “leg i timate" politi- 
cal body - a Euro-councll - to 
accompany the future European 
central bank, which will set mon- 
etary policy In the euro zone. 
Germany is Insisting cm an ad 
hoc arrangement, with no powers 
to instruct or interfere with the 
Independent central bank. 

Minis ters also held out the 
prospect of a gentlemen’s agree- 
ment to limit unfair tax competi- 
tion at the EU summit in Luxem- 
bourg In December. The code of 
conduct could cover withholding 
tax on savings and corporate tax- 
ation, but several delegations, 
notably France, signalled that 
they wanted a Winding agreement 
to limit “tax poaching* to theeto- 
gle market. 

The meeting also assessed 
preparations for an EU summit 
in November on unemployment 

Getting Emu started, Page 19 
See Lex, Page 20 


UK to Huitt orwdtts 

Britain is to stop offering export 
credit guarantees for sales or ' 
armaments to highly indebted 
poor countries. Page 7 

CMna cuts frwa mBKary frmda 

China’ s decision to cut its armed 
forces by 600,000 people is aimed 
at freeing resources for equip- 
ment purchases. Page 6 


Chinese premier Li Peng backed 
moves to accelerate reforms of 
the country’s state sector, Page 6; 
Editorial Comment, Page 19 

Train p lu wgaa Into rtvar 

A passenger train plunged on a 
bridge «nd into a river in central 
India, killing 23 people. 

Vtayato eould ba prlwtlMd 

The UK gov ern ment signalmans 
willingness to consider an effec- 
tive privatisation of the royal 


American. F-117 stealth ngnier 
c rashe d and exploded Into flam e s 
at an air show in Maryland. 

Tliamaa flidilropa raeordi Two 

men claimed a world record by 

crossing London’s river Thames 
in opposite directions on a 1,000ft 
tifihtrope 150ft above the water. 


N— Mi is expected to report 
interim net profit of SFrL54hn 
($lbn) to SFrLBbn this week, up 
from SFrLSSbn last time. 

Page 24 

KM, the world's biggest copper 
processor, plans a big new invest- 
ment in China end could 
announce ft this week. Page 21 

■hargls, UK-based telecoms 
operator, and Northern Telecom 
of Canada have signed a supply 
deal which should cut costs for 
the companies and their custom- 
ere. Page 8 

P an o a dl Kona, state-con tr ol le d 
Italian bank group, is to seek 
L2,4Q0bn to L3,400bn in fresh cap- 
ital as partaf a rescue and priva- 
tisation programme. Its first-half 
loss was a record L2,794bn - 
($L62bn). Page 23 

Ml Itwanoa m hda tara came 
closer to agreeing how to prevent 
political interference in the 
exchange rate policy for the euro, 
the future European currency. 
Page2 

NavnauMt, UK rational 
newspaper group backed by ven- 
ture capitalists Kohlberg Kravis 
Roberts and CtoVen. is poised to 
reveal plans to floa t next month. 
Page 21 


Japan eases terms on 
Chinese WTO entry 


By Guy tie Jonquterea in London 

Japan has broken ranks with the 
US and the European Union by 
signalling that it is ready to let 
China join the World Trade 
Organisation without Beijing 
substantially reducing many of 
1 its biggest import barriers, 
i EU officials accused Tokyo of 
, compromising on China’s WTO 
entry tarns for short-term politi- 
cal reasons, and of leaving Its 
western partners the task of win- 
ning trade concessions on 
Japan’s principal export prod- 
ucts. One EU official said the 
incident should be a considerable 
embarrassment to Japan. 

Western officials said a bilat- 
eral understanding, reached 
when Ryutaro Hashimoto, 
Japan’s prime minister, visited 
Beijing last week, called on 
CMna to un d ertake more modest 
trade liberalisation than Wash- 
ington and Brussels were seek- 
ing. 

The understanding, covering 
China's tariffs and quotas on 


industrial imports, is seen as a 
setback for efforts by the WTO's 
three largest memb ers to main- 
tain firm presume on Beijing in 
its membership negotiations. 

The US has called an the EU to 
help impress an Beijing that the 
two trading powers will stick to 
their demands for action to open 
China’s market, 

Stuart Elzanstat, the US under- 
secretary of state, made the pro- 
posal at a meeting to Brussels 
last week with Sir Leon Brittan, 
Europe's trade commissioner. Sir 
Brittan is to visit Bering next 
month for talks cm trade issues. 

Details of Japan’s understand- 
ing with China have not been 
published. But Japan is believed 
to have accepted a Chinese offer 
to cut tariflfc cm imported cars to 
about 60 per cent, from 80 per 
cent, and to make modest cuts to 
tartffe on electronics products. 
The US and EU want China to 

Continued an Page 20 
WTO talks. Paged 
Comment, Page 19 
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A US soldier searches a Moslem voter at a border checkpoint near Brka yesterday as Croat and Serb 
authorities were accused of manipulating Bosnia’s local elections. Bosnian polls, Page 3 pmut«oiwpwo« 

Australia fuels speculation over large disposal by bank 

Fears on sale may hit gold 


By Clay Harris in London 

Gold markets were set for a 
nervous start this week after 
Australia yesterday fuelled spec- 
ulation that a European central 

Tmnfc is planning to annmnpa a 

large disposal. 

Tim Fischer, deputy prime 
minister and trade minis ter, said 
to Madrid that Australia was not 
planning further sales from offi- 
cial reserves. 

A big Australian sale 
announced In July sent the world 
gold price to a 12-year low. 

However, on his current trip 
around Europe -to discuss trade 


Issues be is believed to have 
found a widespread expectation 
that a large sale will be 

annnnnmd shor tly by a country 

which had not previously made a 
big disposal. 

Gold Helds Minerals Services, 
a leading consultancy, said last 
week it expected the sale of about 
200 tonnes, probably by a Euro- 
pean central bank, to be 
announced soon. 

The impact on the gold price of 
such an announcement could 
depend on whether it was seen as 
a confirmation of previously fore- 
cast plana to make disposals by a 
country such as Switzerland or 


Portugal, or came completely out 
of the blue. In July, Australia's 
Reserve Bank announced it had 
sold 167 tonnes, more than two- 
thirds of its holdings. 

In the wake of previous sales 
by the Ne therlands . Belgium and 
Canada, this helped to depress 
the gold price to a 12-year low of 
$317-30 an ounce. 

On Friday, the London after- 
noon fix was $323*35. 

Seventeen countries have offi- 
cial reserves exceeding 200 
tonnes, according to M Muren- 
beeld & Associates, a Canadian 

Continued on Page 20 


Cancer warning over red meat 


By AKaon MoMand and 
Mdiolaa Timmins In London 

People should limit their 
cons ump tion of red meat to a 
lMrimnm of 140 grammes per 
day to avoid an Increased risk of 
cancer, senior scientists are 
expected to warn UK ministers 
later thte month. 

The recommendations, drawn 
up by a government advisory 


group, the Committee on Medical 
Aspects of Food Policy (Coma), 
are believed to be aimed at the 
IS per cent of the population 
who eat the largest quantities of 
red meat. The Coma working 
group on diet and cancer is 
understood to have found a link 
between high red meat consump- 
tion and a higher incidence of 
stomach and bowel cancer. 

A report from the World Can- 


cer Research Fund, which has 
conducted a parallel study, is 
believed to have reached similar 
conclusions. Its report is likely 
to have repercussions tn the US 
and Australia as well as many 
other European countries, whan 
red meat eating Is higher than to 
the UK. 

Although 140 grammes of 
Co ntinu e d on Page 20 
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Row threatens EU enlargement plans 



By Lionel Barber In 
Mondorf-les-Bains 

The EU Is struggling to contain an 
internal row over the costs of 
enlargement which threatens to 
disrupt its timetable for admitting 
new members from central and 
eastern Europe. 

The Dutch and the Germans 
opened a cam paign for lower con- 
tributions to the EU budget at a 
weekend meeting of EU finance 
mini sters in Mondorf-les-Bains, 
Luxembourg, but their demauds 
triggered a bruising row with net 
beneficiaries, led by Spain. 

Jacques Santer. European Com- 
mission president, warned minis- 
ters that the EU risked ’Tunning 


into a wall" if countries opposed 
reforms in the EU budget and the 
Common Agricultural Policy neces- 
sary to take in poorer, farm-inten- 
sive economies from the east. 

EU foreign ministers resume the 
enlargement debate today in Brus- 
sels, where they will discuss the 
Commission's blueprint, code- 
named Agenda 2000. as well as the 
proposal to open accession negotia- 
tions with five former communist 
countries early next year - the 
Czech Republic. Hungary. Poland. 
Estonia and Slovenia - and 
Cyprus. 

Sweden is pressing its EU part- 
ners to broaden the list to include 
Lithuania, Latvia, Bulgaria and 
Romania - but not Slovakia, 


excluded because of its poor 
human rights record. For the 
moment, arguments over money 
rather than geo-politics appear 
more serious. 

The Commission has proposed a 
spending ceiling of 1.27 per cent of 
EU gross domestic product 
between 2000 and 2008 to cover the 
costs of absorbing the first wave of 
new members. 

This would extend the 1992 Edin- 
burgh budget deal, which provided 
for EU spending to climb gradually 
to 1.27 per cent in 1999, and would 
thus avoid re-negotiating the ceil- 
ing, where agreement must be 
unanimous. The German and 
Dutch demands have complicated 
the picture. 


Germany, which pays around a 
third of total payments into the EU 
budget but receives generous sup- 
port from the CAP and regional 
aid, is pressing for an Improvement 
in its position as a net contributor. 

Theo Walgel. German finance 
minister, denied that Bonn’s 
demands mirrored tactics pursued 
by Margaret Thatcher, fanner UK 
prime minister, in the 1980s. “We 
are not saying we want our money 
back, bat we are just saying we 
don’t want to pay a disproportion- 
ate amount." 

Net contributions are based an 
per capita gross domestic product, 
valued added tax receipts, and cus- 
toms duties. Net benefits come 
from the CAP and regional aid or 


structural funds, which together 
account for three-quarters of the 
animal budget. 

Spain, champion of the net bene- 
ficiaries, warned it would not sup- 
port a reduction In the EcuSbn 
($3J2bn) a year Cohesion Fund fear 
poorer countries. The Spanish and 
the Greeks also raised doubts 
about whether enlargement could 
be funded within the L27 per cent 
spending celling. The Commission 
has agreed to produce a paper on 
net contribution In time for the 
next Ecofin meeting In mid-Octo- 
ber. But it will not contain precise 
figures on set positions, arguing 
that the benefits of membership 
cannot be measured solely In terms 
of national transfers to Brussels. 


Countdown to 
single currency 

□ By February 1998: 
European Commission and 
European Monetary Institute 
(Emi) receive data on EU 
members' economic 
performance in 1997 

□ End-March 1998: Emi and 
Commission produce 
convergence reports and 
offer recommendations on 
countries which have met 
the Maastricht criteria 

□ April 199& national 
legislatures and. European 
Parliament debate Emi and 
Commission reports 

□ Early May 1998: EU 
leaders select founding 
members of Emu and 
announce bilateral 
conversion rates for 
countries participating in 
Emu. 

□ January 1 1999: Emu 
members lock exchange 
rates irreversibly. The euro 
is bom. 


Ministers act to 
avert exchange 
rate interference 


By Wolfgang Munctiau 
in Mondoif-tes- Bains 

EU finance minis ters have 
moved towards a common 
position to prevent political 
interference in the exchange 
rate policy for the euro, the 
future European currency. 

At their informal meeting 
over the weekend, ministers 
reached broad agreement 
that the European Central 
Bank will “ordinarily” be in 
charge of exchange-rate pol- 
icy, while ministers will only 
become Involved if there are 
overriding political reasons 
or during financial crises. 

The division of responsibil- 
ity over exchange-rate policy 
is one of the most important 
unresolved policy issues IS 
months before the scheduled 
start of monetary union. 


The Bundesbank has lobb- 
ied against political control 
of exchange-rate policy, fear- 
ing it could undermine the 
independence of the future 
central bank. Germany was 
also particularly concerned 
politicians might use com- 
petitive devaluations as an 
instrument of trade policy. 

Dominique Strauss-Kahn, 
French finance minis ter, 
acknowledged the principle 
that the ECB would oversee 
exchange -rate policy, with 
no systematic involvement 
by ministers. Germany and 
France have clashed before 
over the use of the exchange 
rate as a policy instrument 
Germany is also 'much less 
enthusiastic than France 
and some other EU countries 
about multilateral exchange- 
rate coordination. 



In Mondorf-les-Bains, from left Dutch finance minister Gerrtt Zalmu French finance 
minister Do miniqu e Strauss-Kahn and Italian treasury minister Carlo Ciampi 


The Maastricht Treaty Is 
ambiguous on this issue. It 
gives EU Bnanrp minis ters 
theoretical control over 
exchange-rate policy, but 
only if this does not conflict 
with the ECB's objective of 


securing price stability. The 
precise division of powers is 
left open. 

The issue also impor- 
tant economic policy impli- 
cations, as a central bank is 
much less inclined to ftmtt 



Graham Annis left college with an ND in Software 
Engineering and 15 distinctions. Today, his work faces an 
even rougher examination. As a trainee software engineer ac 
GEC-Marconi Avionics in Rochester, Graham is part of the 
team writing test software for the Primary Flight Computer 
on board the next Boeing 777. The 777 represents the state 
of the art in jediner reliability, and Graham is just one of the 


many talented people who’ve made it happen. Boeing has 
been working with European experts and their companies 
for 30 years. For one simple reason: we want to work with 
people who are best at what they do. Of course, building an 
airplane is a massive enterprise. It takes teamwork on a grand 
scale. Many individuals, many companies, many countries. 
But working together, we can do almost anything. 






free movements of exchange 
rates.. Theo WaigeL German 
finance minister. Insisted: 
“The exchange rate is the 
result of economic policy, it 
is not a target of economic 
policy.” 

wrans Tietmeyer. Bundes- 
bank president said: Tt is 
our position that monetary 
policy must not be oriented 
towards the exchange rate, 
but that it must orient itself 
towards the goal of internal 
price stability.” 

The Bundesbank's sensi- 
tivities on this issue go bade 
to the 1970s. 

One unresolved question 
relates to multilateral 
p yrhang p rate agreements, 
such as the Louvre and 
Plaza accords in the 1980s. 
which set out broad target 
zones for the touting inter- 
national currencies. Mr Tiet- 
meyer pointed out that the 
Bundesbank never consid- 
ered these agreements bind- 
ing. It is possible that the 
ECB might also try to resist 
political pressure for multi- 
lateral policy co-ordination, 
which could give rise to con- 
flicts betwe en ministers and 
the central bank. 


Fixing exchange rates 


, —[nistere decided over the 
Cfc Whart exactly have EU min 

weekend? . ,^«u«sion rales at which the cur- 

A: The EU will wi« be fixed after 1999. 

rendes taking part in May 1998* the same 

This announcement w*Hbe countries take part m Emu. 
time as EU leaders choose wh»cn 

Q: Does thia mean for 

A: Absolutely not various 

Emu will be in place In May. Tn® - 1999, the sched- 

eu ^ 

uled launch date of Bnu. In May. ine 

will be announced for that date. 

.. -wit know m May how many euros 
ft So does this mean we wffl V* 0 " m ^ 

we can get for DM1 «* FFm D-Marks we can 

* Again, no. France and Ger- 

b. detained on .t-V 1 

1999. 

Cfc Does this haw to be so basket of aB 15 

A Unfortunately yes, because o£the»£ the Ecu 

EU currencies. EU ^faWThe problem 

iE£35 ^ Bmi - * 

"teftEE. * that ^ - ^ " 

titipating currency will deperdon art the Ecu rate also 
31 1998, the day before monetary union. Butfoe tmraB 
deoends on non-participating currencies. In other 
Ibea risk that the euro rates could be contaminated by 
fluctuating currency such as sterling. 

Q: Why do we have to have a two-stage appro^h? _ 

A: Thdpriority Is to remove un< ^.SilS?irriSuoT^ 
speculators to mount an attack 

Saftedunfl 1999, there could be frenzied speculation in the final 
countdown to January 1 1999. 

tral rates to the exchange-rate m ^^‘ rrrr ^ 

A: probably, but finance ministers refused to commit toemsewes 
« * the moment actuai exchange rates 
dose to the centra] rates, except for the rate 
But that situation may change, and ministers cto 
themselves down. Ireland, a strong camSdate for Emu, may 
have to revalue the punt before May. 

Q: What happens between May 1998 and January 1999? 

A: The idea is to create a seff-futfflling prophecy, so that 
exchange rates will gradually float towards the announced con- 
version rates. The closer we get to Emu, the closer exchange 
rates should get to their conversion rates. A speculator who rs 
told that the D-Mark/franc conversion rate will be FFr3.4 m 
seven months has Kttle incentive to trade a fundamentally differ- 
ent exchange rate today. 

Cfc Could speculators faid a way to attack the system? 

A: They might, but it will not be straightforward. They could 
attack the rates if they do not find the selection of Emu mem- 
bere credible, In which case they might attack the exchange rate 
of the most vulnerable country. 

But it will not be as easy as it was in 1992, when massive 
sp eculati on forced the pound out of the exchange-rate mecha- 
nism. The old ERM had narrow fluctuation margins, which gave 
speculators fixed targets to attack at relatively little risk. This 
time EU leaders seem certain to continue the present wide-band 
arrangement - or get rid of bands altogether - leaving specula- 
tors guessing. 


Cfc Where does this leave the SIM? 

A: The ERM with Its current fluctuation margin of 15 per cent 
either side of the central parity could in theory continue until the 
end of 1998. There Is some pressure, however, for a new ERM - 
aba known as ERM 2 - to come into effect shortly after May. 
This grid Is to regulate the relationship between euro and non- 
participating currencies. Membership of the ERM 2 will be volun- 
tary. 

Cfc What does this tell us about the EU’s approach to Emu? 
A: EU leaders have leamt the lessons of 1992 and 1993. Instead 
of waging war against the financial markets, they are trying to 
co-opt them. Hence the idea of a prior announcement 

Wolfgang Munchau and Lionel Barber 


Italy plaits dual tax system 
to boost profit reinvestment 


By Paid Betts in MBan 

Italy is introducing a dual 
tax system for corporate 
earnings with large tax cuts 
for companies that reinvest 
profits, issue new equity or 
seek a stock market listing 
for the first time. 

The move, approved by the 
Italian cabinet on Friday, 
coincides with the comple- 
tion of a privatisation of the 
Milan stock market 

The new corporate tax Sys- 
tran wifi enable Italian com- 
panies, except b anka and 
Insurance companies, to 
reduce their annual income 
tax burden by up to 10 per 
cent from next year. 

The government said it 
was seeking to encourage 
Italian companies tti 
increase their capital assets 
by reinvesting their profits 
and relying more heavily on 
equity risk capital rather 
than traditional debt. It. also 


wants to attract more medi- 
um-sized Italian family com- 
panies to the stock market 
by granting them even 
larger tax breaks. 

Under the new regime, 
companies wifi continue to 
pay the existing 37 per cent 
tax on profits. But from next 
year the rate will be reduced 
to 19 per cent for all income 
derived from the increase in 
invested capital as a result 
of new equity issues or If 
profits are held in reserve 
and not distributed. 

To avoid too big a drain on 
tax revenues, the govern- 
ment has set a TTrinimnrn 27 
per cent tax rate on overall 
company earnings after 
averaging out income quali- 
fying under the new 19 per 
cent rate and income tax at 
the standard 37 per cent 
rate. The new s ys te m thus 
offers companies a possible 
tax cut of up to 10 points on 
the old 37 per cent rate. 


To encourage many medi- 
um-sized family companies 
to seek a stock market list- 
ing, the new 19 per cent rate 
has been reduced to 7 per 
cent for the first three years 
after flotation. 

The government estimates 
that there are more than 
1,000 medium-sized family 
companies in Italy which 
could qualify for a bourse 
listing but have so far been 
reluctant to take the plunge. 

However, the newly priva- 
tised bourse Is expected to 
launch a series of reforms to 
make it more attractive and 
liquid, including changing 
existing regulations to sim- 
plify and reduce the cost of 
listings. 

The privatisation of the 
bourse was also completed 
on Friday with 59 winning 
bidders paying a total of 
L52.6bn ($3Qm) for stakes in 
the new privatised stock 
exchange. 
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Mjiior irregularities but observers say’ process ran smoothly overall 

By Guy Dinmore in Sarajevo 


C^oat and Serb authorities were 
yesterday accused' of trying to manro-. 
nlata Bosnia’s local elections, but inter- 


most complex and heavily monitored 
held in any country. 

Nato peacekeeping troops,' including 
US reservists backed by helicopters, 
mounted tight security for refugees 


-the ’polls Jiad STfSSrKS 


gone smoothly overall and the turnout 
was very high . 

“The nationalists, the undemocratic 
forces, the war criminals had all 
resisted this process," said David 
Foley, spokesman for the Or ganisat ion 
for Security and Co-operation in 


votes. The OSCE said there were no 
confirmed reports of election-related 
violence. 

The main Croat and Serb parties last 
week dropped their threats to boycott 
the polls. However, irregularities were 
reported in Croat-controlled areas of 


Pin-nna -T. C ; ac.|juiievi lui areas ui 

Eur^ie (OSCE), which supervised, the ' western " and central Bosnia, where 
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While: the international community 
views the elections as a vital step in 
the process of ethnic reintegration, the 
three main nationalist parties regard 
them as a political battle for local con- 
trol of towns -won and lost in the 
1992-95 civil war. 

The OSCE said the elections were the 


Sorbs and Moslems were expected to 
win councils in towns they were driven 
out of during the war. 

. Croat .electoral officials in the for- 
merly Serb-dominated town of Drvar 
held up Serb voters, claiming they 
could not read their Cyrillic Identifi- 
cation papers. 

Some Moslem refugees faced delays 


and intimidation when taken by bus 
into Serb-held areas. 

“The OSCE will not be intimidated 
by such antics," Robert Fro wick, head 
of the OSCE mission in Bosnia, said. 

Croat officials also failed to open 
three polling stations -in Zepce where 
the Moslems had. a pre-war majority. 

Minor problems were reported in 
Serb-controlled areas of eastern Bosnia. 
The OSCE closed one polling station in 
Brcko and voters were told to vote 
again after Serb officials added some 
Serb ballot papers. 

Western officials admit that install- 
ing, for example, a Moslem mayor and 
a functioning council in Serb-controlled 
territory will be a tough task. Sanc- 
tions will be imposed if authorities 
block the formation of new councils. 

Results from the complex counting 
process are not expected until the end 
of the week. 


Chernobyl pressure for EBRD 


By Leyte Boulton, 
Environment Correspondent 

The US is putting pressure 
on the European Bank for 
Reconstruction and Develop- 
ment to bend its rules to 
secure the shut-down of 
Chernobyl, site of the 
world's worst nuclear acci- 
dent, according to officials at 
the bank. 

The US is sponsoring a 
new report to try to estab- 
lish an economic case for the 
EBRD to finance two new 
nuclear reactors that 
Ukraine is demanding In 
return for closing Chernobyl 
But an independent panel 
commissioned by the EBRD 
earlier this year found that 
the Slbn project did not meet 
the bank's “least cost" finan- 
cing criteria. 

Steve Thomas, lead 


researcher on the indepen- 
dent panel, said the US gov- 
ernment was supplying the 
data likely to determine the 
study's outcome. 'You can 
make the [economic] model 
say whatever you want it to. 
All you need to know is 
what variables the model is 
sensitive to," he said. 

Mr Thomas said the US 
State Department had tried 
to prove the project was eco- 
nomic by assuming unrealis- 
tic rates of growth for 
energy demand and fossil 
fuel prices In Ukraine. 

Ukraine has already 
installed energy-generating 
capacity of 55.000MW. even 
though demand fbr electric- 
ity is only 3Q.000MW. It 
wants the reactors to save 
jobs in the nuclear industry 
and reduce dependence on 
imported oil and gas. 


But Mr Thomas said the 
panel, taking a strategic 
view, felt it did not make 
sense to channel $lbn into a 
project that was unlikely to 
be profitable when more 
worthwhile energy projects 
in Ukraine were starved of 
cash. 

The US is backed by sev- 
eral Group of Seven industri- 
alised countries. “It seems to 
me that the G7 are trying to 
dig themselves out of a dip- 
lomatic hole,” Mr Thomas 
said. “They seem to have 
decided that the only way 
Chernobyl will be shut down 
is funding cene or both of the 
two [incomplete] reactors.’' 

A 1995 memorandum of 
understanding committed 
the G7 to giving Ukraine 
$1.8 bn in aid, more than half 
of which would be for com- 
pleting the Khmelnitsky 2 


and Rovno 4 reactors, pro- 
viding they met “least cost" 
criteria. 

Finance from the EBRD, 
whose most Important share- 
holders are the G7 countries, 
is seen as crucial to the 
whole package. 

Some west European offi- 
cials argue the US pressure 
threatens the bank's integ- 
rity and could even Influ- 
ence the selection of a suc- 
cessor to - Jacques de 
Larosi&re, bank president, 
who steps down in January. 

Heiner Luschin, Austria's 
representative on the 
EBRD's board of directors, 
said delaying a final decision 
beyond the end of the year 
“might mean that the elec- 
tion of a new president 
would also be influenced by 
this issue, and this would be 
very unfortunate". 


Buy UK arms. Feel-good factor boosts ex-Communists 

urged 



By Alexander Nicoil, 

Defence Correspondent 

George Robertson, UK 
defence secretary, will lobby 
Polish leaders on behalf or 
the British armaments 
industry during a two-day 
visit to Warsaw which 
begins today . 

Mr Robertson will hold 
talks expected to focus 
mainly on Poland’s entry 
into Nato, planned for 1999, 
with President Aleksander 
Kwasniewski and govern- 
ment ministers. 

He is expected to express 
support for Poland’s mem- 
bership of an expanded 
European - Union and to 
encourage the Polish gov- 
ernment to press ahead with 
reforms which would 
strengthen its case for mem- 
bership. Poland's defence 
requirements ahead of Nato 
membership are also expec- 
ted to figure prominently In 
the discussions. 

Mr . Robertson's visit 
comes as the west steps up 
its efforts to win orders for 
re-equipping the armed 
forces of eastern European 
countries which have either 
been accepted into Nato - 
and must therefore meet 
Nato standards for military 


operational capability - or 
would like to be admitted in 
the next round of expansion. 

Poland has postponed 
until after elections on Sep- 
tember 21 decisions on 
equipping its Hnzar attack 
and patrol helicopter, in 
which western armaments 
suppliers have a keen inter- 
est 

ft is due to award a $500m 
contract for the supply of 
anti-tank missiles as well as 
a S250m contract for avion- 
ics and systems integration 
packages. Israeli companies 
have been negotiating for 
several years with Poland, 
which previously could not 
boy arms from Nato compa- 
nies. 

Western companies 
Including Boeing of the US, 
Saab of Sweden, British 
Aerospace, GEC-Marconi 
and Pilkington of the UK 
and Finmeccanica of Italy 
have also been seeking the 
contracts. 

Mr Robertson will also 
visit Ukraine with Stanislaw 
Dobrzanski, Poland’s 
defence minister, to meet 
Ukrainian ministers and 
witness an unusual trilat- 
eral army exercise involving 
British, Polish and Ukrai- 
nian troops. 


Investors bet that whoever wins 
the Polish election will stick with 
current policies, report Christopher 
Bobinski and Anthony Robinson 
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F our years ago Polish 
voters threw out the 
Solidarity movement 
politicians who boldly kick- 
started economic reforms, 
just as they were starting to 
bear fruit Former Commu- 
nists. hurriedly repackaged 
as social democrats, took 
their place at the helm of 
government. 

Next Sunday, voters go to 
the polls to decide who will 
lead them through the next 
stage of reform and take 
Poland into the European 
Union. Once again, the econ- 
omy is at the centre of vot- 
ers’ attention. But after 
three years of around 6 per 
cent economic growth, rising 
real incomes and falling 
unemployment, much of 
Poland is in good shape, 
with new factories and a 
dynamic private sector. 
However, the feel-good factor 
is working in favour of the 
former Communists, who 
left a legacy of hyperinfla- 
tion and debt default when 
they surrendered power to 
Solidarity in 1989. 

Feeling good may not be 
enough to keep them in 


power In a country where 
memories are long and the 
Communist taint is still 
anathema to many. Polls 
indicate that the Democratic 
Left Alliance (SLD) bas a 
good chance of re-emerging 
as the largest party, with 
over 30 per cent of the vote. 

This prospect has left the 
markets unfazed as domestic 
and foreign investors bet 
that whoever forms the next 
government will broadly 
continue with the policies 
that have made most Poles 
richer and brought Poland 
closer to Europe. But they 
are also hoping a new gov- 
ernment will take prompt 
measures to cool down signs 
of economic over-heating. 

The main concern is not 
that the former Communists 
will gain enough votes for a 
leading role in the next 
coalition but that an incon- 
clusive result would mean 
another spate of short-lived, 
unstable coalitions. 

The polls confirm that no 
party will gain an outright 
majority. The main question 
Is whether the SLD or the 
untried Solidarity trade 
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union-led electoral alliance 
of 36 anti-Communist parties 
called the Akcja Wyborcza 
Solidamosc (AWS) will lead 
the next coalition. 

Of equal importance is the 
size of the vote for Leszek 
Balcerowicz's Freedom 
Union, which could well 
emerge as the swing party - 
able to bestow respectability 
on the former communists 
or credibility to an AWS. led 
by Marian Krzaklewski. 
which is viewed as a loose 
cannon by many in business. 

What foreign and domestic 
investors fear is a result 
which would permit the 
AWS to join forces with par- 
ties such as the rightwing 
Polish Renewal Movement 
(HOP) and the Farmers party 
<PSL). which are suspicious 
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of modernising policies such 
as privatisation and Poland's 
integration into Europe. 

Such an alliance however 
is seen as the least likely 
outcome of the elections. 

M eanwhile, Marek 
Belka, finance 

min ister in the 
outgoing coalition, argues 
that the government has left 
the economy in good shape 
and resisted the temptation 
for a pre-electoral boom. 
Tight controls on spending 
and, above all, higher than 
forecast tax revenues, mean 
that this year’s budget defi- 
cit will be “significantly" 
less than the budgeted 2Ji 
per cent of GDP. 

Work on the 1998 budget is 
so advanced that whichever 


coalition forms the next gov- 
ernment will inherit fiscal 
policies geared to an even 
lower 1.8 per cent deficit 
which it will find difficult to 
change in a hurry, he says. 

The main economic con- 
cern at present is the state of 
the balance of payments. 
The last two years have seen 
a current account surplus in 
1995 transformed into a fast 
growing deficit, expected to 
reach 3-4 per cent of GDP by 
the end of the year. 

A 10 per cent real appreci- 
ation of the zloty over the 
past two years coupled with 
removal of import sur- 
charges, lower interest rates, 
rising real wages and 20 per 
cent annual increases in 
investment have sucked in 
imports. 

Between 1991 and 1996 
exports rose 91 per cent 
while imports soared 156 per 
cent, according to Wieslaw 
Kaczmarek, the economy 
minister. This is broadly to 
be expected from a develop- 
ing economy where higher 
imports mainly reflect rising 
investment 

But the IMF calculates 
that in dollar terms average 
wages have risen 80 per cent 
in four years. 

Shmply rising labour pro- 
ductivity has helped to keep 
the rise in unit labour costs 
subdued however. As a 
result exports have held up 


well, rising 9 per cent in dol- 
lar terms and 15 per cent in 
volume over the first seven 
months of this year. But 
with domestic investment 
and consumption rising at 
an annual rate of 10 per cent 
and outstripping the 6 per 
cent growth in GDP, imports 
have filled the gap. 

This led to fears earlier 
this year of overheating and 
the emergence of the sort of 
current account deficit 
which caused a run on the 
Czech koruna In May and set 
off a warning 5 per cent fall 
in the zloty against the dol- 
lar in mid-July. 

With elections looming, 
the government declined to 
cool the economy by raising 
taxes. Instead, the burden 
bas fallen on monetary pol- 
icy. The National Bank has 
raised interest rates sharply 
over the past three months. 

According to the finance 
minister, the average five- 
point rise in interest rates 
has a imiming effect on the 
demand for credit -and 
started to cool the economy. 

But a soft landing to 
ensure stable growth with- 
out a current account crisis 
or renewed infla tion requires 
fiscal tightening once the 
elections are over, he adds. 

That will he the unpopular 
first task of whichever coali- 
tion emerges from these elec- 
tions. 
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IKB can look back on 

yet another successful finan- 
cial year. Operating results 
increased by 7.6 % to DM j 20 
million, while net income for 
the year rose from DM 135.9 
million to DM 1+4.8 million. 

On account of these positive 
developments, the General 
Meeting has decided to raise 
the dividend per DM 5.00 
share from last year’s DM 
1.20 ro DM 1.30. Thus, as 
of the" balance sheer date, 
dividend yield came to 5.6 %; . 
die DVFA result showed improvement as 
well, rising to DM 2.73 % per share (1995/96: 
DM 1.62). - 

As of March 31, 1997, the balance sheet total 
amounted to DM 46 billion, representing 
growth of 3 %- Claims on customers increased 
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by 5 %, comprising SI .1 % of 
the balance sheet roral, up 
from 79.5 % the previous 
year. This rrend illustrates 
the susrained qualitative 
growth now being experienced 
by I KB. 

This applies equally to the 
volume of new lendings 
which expanded to DM 9.1 
billion ( 1995/96: DM 8.3 
billion). Particularly gratify- 
ing was that growth 
in new business did not come 
at the cost of a reduced 
margin; our interest rate margin remained 
stable ar 1.51 %. 

Contributing decisively to the overall positive 
trend was growth in our key earnings compo- 
nent, net interest income , which rose by 
4.2 % to DM 6S6 billion. Thanks to rigorous 


cosr management, we restricted the increase 
in administrative expenditure ro 3.8 %. We 
thus succeeded in reducing the cost-income 
ratio - the yardstick of our operational effi- 
ciency - to 33.0%. 

This positive trend continued during rhe first 
five months of rhe new financial year, with dis- 
bursements amounting to DM 3.4 billion. 

The earnings picrure for the period from April 
to July breaks down as follows: 

• net interest income + 5.5 % 

• administrative expenditure + 7.3 % 

• operating results + 7.1 % 

Our overriding aim is to ensure the continued 
success of 1KB. To this end, in future we will 
continue to focus on financing rhe domestic 
and international investment projects of 
rhe expanding German Mittelstand, 
which remains for us the most attractive 
target group.* 


“ For your copy uf our Annual Report please contact 1KB Deutsche 
_ InUusmekink, Department IP. Pcrfich 10 11 18. D- 40(102 Duud- 
Jori. Tel.: *49(2 III K2 2 F--MJI. Telefax: *49(2 If I £2 21-2.4 II. 
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Lobby group claims markets are being lost 

US companies plan 
attack on sanctions 


By Nancy Dunne 
in Washington 

USA Engage, a coalition of 
more than 600 companies 
and business groups, plans a 
counter-attack against the 
increasing imposition of 
trade sanctions by federal, 
state and local governments. 

USA companies contend 
that they have lost markets 
because of the proliferation 
of sanctions against coun- 
tries for their records on 
weapons trade, drug traffick- 
ing and human rights. 

According to USA Engage. 

61 unilateral sanctions have 
been imposed on 35 coun- 
tries in the last four years. 

The "Strength Through 
Engagement Act", sponsored 
by Senator Richard Lugar 
and congressman Lee Hamil- 
ton, two respected foreign 
policy hands, is due to be 
introduced in both houses of 
Congress this week. 

The bill would require 
assessments of the sanc- 
tions' economic impact and 
likelihood of their success. 
The president would obtain 
authority to waive sanctions 
if he concluded it is not in 
the US interest; they would 


be reviewed annually and 
expire after two years unless 
Congress renewed them. 

The legislation would not 
apply to existing sanctions 
such as the Helms-Burton 
law intended to curb invest- 
ment in Cuba. 

USA Engage Is also plan- 
ning a constitutional chal- 
lenge against state and local 
sanctions, such as Massa- 
chusetts’ laws aimed at com- 
panies doing business in 
Burma. It will be argued that 
these so called “selective 
purchasing laws” - prohibit- 
ing public agencies from 
purchasing goods or services 
from companies doing busi- 
ness in the sanctioned coun- 
try - interfere with the fed- 
eral government’s power to 
conduct foreign policy and 
regulate foreign commerce. 

“Our goal is to have legis- 
lation which is reasonable, 
serious and supported by 
serious members of Con- 
gress," said Bill Lane, a lob- 
byist for Caterpillar, the 
heavy machinery manufac- 
turer. 

USA Engage is monitoring 
189 unilateral economic mea- 
sures imposed or proposed 
against 42 countries by US 


federal state and local gov- 
ernments since 1993. Twen- 
ty-seven measures have been 
introduced in this session of 
Congress. 

One of the most worrying 
bills to business is a mea- 
sure which would impose 
sanctions for the persecution 
of Christians. It would 
appoint a White House direc- 
tor of religious persecution 
and impose imm ediate sanc- 
tions on Sudan and target 
China, Egypt, Saudi Arabia 
and others. 

Business leaders say the 
sanctions proposals result’ 
from the failure of the US to 
fhad a unifi ed foreign policy 
goal after the end of the cold 
war. “In that vacuum is all 
kinds of scope for opportun- 
ism.” said one lobbyist. “Any 
member of Congress can 
stake out a leadership posi- 
tion because there is no 
national purpose.” 

USA Engage is working 
with about 20 different 
groups - think-tanks, anti- 
terrorist organisations, nar- 
cotics experts and churches 
- in an effort to get “fresh 
thinking” about new diplo- 
matic tools to handle dis- 
putes and crises. 


Central Europe leaders 
plan trade initiative 


By Jack Grimston in 
Porto rdz, Slovenia 

The six countries of the 
Central European Free 
Trade Agreement (Cefta) 
plan to review its activities 
in an attempt to boost trade 
in the region. The prime 
ministers of the Czech 
Republic. Hungary. Poland, 
Romania. Slovakia and Slo- 
venia also decided to start 
negotiations on Bulgarian 
accession to Cefta at the end 
of this month. 

Most trade in industrial 
goods' is already free in 
Cefta, but progress on liber- 


alising agricultural trade Has 
been much slower. Slovenia 
did not sign up to Cefta's 
provisions e limina ting some 
farm tariffs as it Is worried 
cheap meat and milk 
imports will damage its 
farmers' livelihoods. But all 
the member states are reluc- 
tant to varying degrees to 
expose their fragile agricul- 
tural sectors completely to 
foreign competition. 

The review is also expec- 
ted to focus on extending 
free trade into areas such as 
services and movement of 
capital- There is also pres- 
sure for mutual recognition 


of health and safety certifi- 
cates that can be a bureau- 
cratic headache for busi- 
nesses tr ading in the region. 

However, a commitment 
for the six prime ministers 
to support one another in 
negotiating for European 
Union accession was deleted 
at the insistence of Gyula 
Horn, Hungary's prime min- 
ister. angering Mr Vladimir 
Mgciar, Slovakia's premier. 
Slovakia and Romania are 
the only Cefta members with 
which the European Com- 
mission has not recom- 
mended starting full mem- 
bership talks next year. 


South-east Asian turmoil 
likely to hit WTO talks 


T he recent turbulence 
in south-east Asian 
financial markets will 
cast a long shadow in 
Geneva this week when 
negotiations resume in the 
World Trade Organisation 
on opening fin a n cial services 
to freer international compe- 
tition. 

The turbulence could 
hardly come at a worse time 
for the talks, due to be com- 
pleted by mid-December. 
Negotiators say the result 
may be a far more modest 
agreement than hoped - or 
even no deal at alL 
Since the talks began in 
April, the US and European 
Union have inmgtod that any 
agreement hinged on 
advanced developing econo- 
mies in Asia and Latin 
America committing them- 
selves to liberalising and 
removing barriers to foreign 
investment in their banking, 
insurance and securities 
markets. 

Western officials say the 
market gyrations in coun- 
tries such as Malaysia and 
Thailand argues even more 
strongly far their participa- 
tion in a WTO accord, which 
would speed reform of their 
finant-iqi systems and help 
restore economic growth and 
market confidence. 

"Financial liberalisation 
and the maintenance of 
financial stability are mutu- 
ally reinforcing,” Robert 
Rubin, US treasury secre- 
tary. said in a letter last 
month to Renato Ruggiero, 
WTO director-general. Mr 
Rubin stressed that an 
agreement would particu- 
larly benefit emerging econo- 
mies. 

So far, however, such 
arguments seem to have cut 
little ice. Although US trade 
negotiators recently toured 
several south-east Asian 
countries, urging them to 
table offers in the WTO, no 
member of the Association 
of South-East Asian Nations 
(Asean) has yet done so. 

Asean governments have 
apparently told the WTO 
they remain committed to 
the negotiations and are pre- 
paring offers. But these will 
not be ready before! next 
month and may well fall 
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Stockbroker studies an electronic prices board in Bangkok and (insets) Robert Rubin (top) 
tells Renato Ruggiero an accord would particularly benefit emerging economies ap/ru ** * 


short of western expecta- 
tions. US nfRMais say Thai- 
land has asked for a delay in 
the talks, but Washington 
rejects the idea. 

“Asia's problems are 
bound to slow progress in 
Geneva, because policy-mak- 
ers' attention is focused else- 
where,” said a European 
trade official There has also 
been only one f-atin Ameri- 
can offer so far, from Vene- 
zuela. 

Ironically, these uncertain- 
ties have emerged just as the 
US seems to have overcome 
earlier hesitation about the 
WTO talks, intended to 
replace a stop-gap accord 
which expires in December. 
That accord was patched 
together two years ago after 
Washington balked at a deal, 
saying other countries had 
not offered enough. 

The US says it is serious 
about getting an agreement 
this time, and is co-operating 
closely with the EU at both 
government and industry 
level. “So far, there is about 
a 90 per cent overlap 
between our positions,” says 
an EU trade officiaL 

Another positive develop- 
ment is that South. Korea 
has joined the US. EU, Japan 
and 13 other WTO members 


in tabling an offer. But Seoul 
has offered less liberalisa- 
tion than it pledged to the 
Organisation for Economic 
Co-operation and Develop- 
ment. Western negotiators 
are also irked by Japan's 
refusal to “bind" in the WTO 
an agreement with the US to 
open its insurance market 

The top US and EU prior- 
ity is a conceited campaign 
to get south-east Asian coun- 
tries to budge. The two pow- 
ers aim to pursue the WTO 
negotiations in the margins 
of next week's meetings of 
the World Bank and Interna- 
tional Monetary Fund in 
Hong Kang. 

The EU also plans to press 
its case at meetings with 
Asian finance, trade and 
economy ministers this 
month, while a group of US 
and European Industry lead- 
ers lobby in Asian capitals. 
The WTO secretariat mean- 
while. will publish next 
week a study arguing that 
financial liberalisation stim- 
ulates economic develop- 
ment and growth. 

The US and EU are also 
making- m uch of that conten- 
tion. But their negotiators 
say they are not demanding 
that developing countries 
liberalise immediately, and 


would accept reforms phased 
over several years. They also 
stress that WTO rules do not 
prevent countries taking 
prudential measures to 
maintain Stability. 

It is still unclear whether 
this soft-sell approach will 
win over shell-shocked Asian 
governments. If it does not. 
strains may show in the 
western negotiating alliance 
as the mid-December dead- 
line approaches. 

Man y observers already 
think the US treasury is set- 
ting staffer terms for a deal 
than the US trade represen- 
tative's office, with which it 
shares negotiating responsi- 
bility. Treasury objections 
led the US to stay out of the 
WTO accord two years ago. 

The EU saved the day then 
by rallying other members 
behind a deal. But officials 
doubt it could pull off the 
same trick again in the face 
of US objections. This time, 
the outcome hangs crucially 
on narrowing the gap 
between Washington's 
expectations and south-east 
Asian governments' readi- 
ness to deliver. 

Guy de Jonqmeres 
and Frances Wiliams 


Few 
signs of 
moves to 
liberalise 

Although US officials are 
hoping south-east Asian 
countries will offer to liber- 
alise their financial markets 
in this week’s WTO talks, 
there seems tittle evidence 
to justify optimism. Ted Bar- 
dacke reports from Bangkok 
and James Kynge from 
Kuala Lumpur. 

“1 wish I could liberalise 
more, but in the current sit- 
uation we can’t - it will 
destabilise things too ouch. 
The best I can do is to prom- 
ise not to de-liberaUse,” says 
Thanong Bidaya, Thailand's 
finance minister. 

Some Bangkok observers 
think US lobbying has beat 
counter-productive. A visit 
last month Iff Jeffrey Lang; 
deputy US trade representa- 
tive, has been criticised as 
insensitively timed, and the 
atmosphere in some of his 
meetings is said to have 
been antagonistic. 

Thai officials are not 
impressed by US willingness 
to settle for phased liberalis- 
ation over several years, 
blaming piecemeal opening 
of financial markets for the 
country’s recent problems. 
Nonetheless, some officials 
say a more open policy 
wonld encourage foreign 
buyers to rescue failing 
local institutions. 

Malaysia has not disclosed 
its stance in the WTO talks, 
though officials privately 
say there are differences in 
the government about finan- 
cial market liberalisation. 

The prime minister, 
Mahathir Mohamad, is wary 
of any moves. But Anwar 
Ibrahim, deputy prime min- 
ister and finance minister, 
and Ahmad Don. the central 
bank governor, want to sig- 
nal that the country still 
aims to become south-east 
Asia's financial centre. 

For the moment, deregu- 
lation is taking a back seat 
to government efforts to 
equip local financial institu- 
tions to face international 
competition, by promoting 
mergers and increased bank- 
ing transparency. 

In Singapore, the authori- 
ties have asked foreign 
financial institutions to pot 
forward ideas for liberalisa- 
tion. Bat the government 
has not said if the exercise 
presages a WTO offer. 


Marin optimistic on timetable for tariff-reducing accord 


EU-Mercosur pact ‘set for 1999’ 


By Geoff Dyer in S5o Paula 

The European Union and 
Mercosur, the South Ameri- 
can trade grouping, will be 
in a position to sign a free- 
trade agreement in 1999, 
according to Manuel Marin, 
the EU commissioner 
responsible for relations 
with Latin America. 

Negotiations would begin 
next year and beads of state 
of the 15 EU and four Merco- 
sur nations - Brazil, Argen- 
tina. Uruguay and Paraguay 
- would sign the agreement 
at a summit in the second 
half of 1999, he said. 


Speaking at the World 
Economic Forum's Mercosur 
summit in Sao Paulo. Mr 
Marin added: ‘This will be 
the first time in the world- . . 
that we put on the table lib- 
eralisation between one 
region and another." 

Mercosur signed a agree- 
ment with the EU in 1995 to 
establish the model for nego- 
tiation of a trade pact If the 
trade deal is signed in 1999, 
the new EU-Mercosur agree- 
ment would start well before 
the 34-country hemispheric 
free-trade zone, known as 
the Free Trade Area of the 
Americas (FTAA). by 2005. 


However. Mercosur diplo- 
mats reacted with scepticism 
to Mr Marin's comments, 
arguing that a tariff redac- 
tion agreement with the EU 
could not be achieved with- 
out a significant reform of 
the Etrs common agricul- 
tural policy. Agriculture Is 
one of the Mercosur coun- 
tries’ strongest sectors. One 
Brazilian official said bis 
comments reflected a grow- 
ing rivalry with the US for 
closer relations with Merco- 
sur. 

However, Mr Marin also 
stressed the need to 
stre n gthen Mercosur before 


the creation of the FTAA 

The US and Mercosur have 
disagreed over the timing for 
negotiations on reducing tar- 
iffs and some South Ameri- 
can diplomats fear that the 
US would like Mercosur to 
disappear after a FTAA is 
formed. 

Earlier, delegates at the 
conference heard Thomas 
McLarty, the US’s special 
envoy for the Americas, 
assure them that the US 
“fully supports regional 
trade pacts among our hemi- 
spheric neighbours which 
create but do not divert 
trade". 
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Li rallies behind flag of reform 

Tony Walker on China’s plans to encourage stock market listings. 


C hina's premier Li 
Peng at the weekend 
threw his weight 
behind plans to accelerate 
reforms of the country's ail- 
ing state sector by encourag- 
ing stock market listings 
and sale of assets to the pub- 
lic. 

Mr Li, who has been 
regarded as lukewarm on 
China's markets, said the 
government planned to list 
more companies as a way of 
reducing the state's involve- 
ment. hut gave no more 
details. 

He was speaking a day 
after Jiang Zemin, the party 
chief, gave a long-awaited 
green light to a mixed econ- 
omy: hut concerns about 
redundancies and a disor- 
derly divestiture will weigh 
heavily on the process. 

China's decision to facili- 
tate the sale of state assets 
will boost the non-state sec- 
tor. but Chinese leaders are 
most unlik ely to sanction a 
rush to privatisation. 

Chinese economists say 
Mr Jiang's approval of a 
modern shareholding system 
represents an important 
breakthrough, not least 
because it will help clarify 
the vexed property rights 
issue. 

China's leader was speak- 
ing on Friday at the opening 
of the 15th National Party 
Congress, the country's most 
authoritative policy-making 
forum held once every five 
years. 

Argument about owner- 



A woman struggles with police yesterday outside the Great 
Hall of the People in Beijing during the 15th Communist 
Party Congress. Numerous people have been detained while 
trying to deliver petitions to party delegates ap 


ship of state assets, whether 
it is the state itself or the 
people, has slowed the intro- 
duction of a modem share- 
holding system. Communist 
party diehards have also 
warned that sale or state 
enterprises, the foundation 
of the party, will sow the 
seeds of its destruction. 

But the leadership's 
reformist mainstream has 
concluded it has little choice 
but to move ahead more vig- 


orously with state enterprise 
reform. Inefficiencies and 
indebtedness of the state sec- 
tor are too great a mills tone. 

Lu Zheng, a senior econo- 
mist at China’s Academy of 
Social Sciences, said Mr 
Jiang’s announcement had 
cleared up a good deal of 
uncertainty. 

But Mr Lu added: "We 
must not lose our heads and 
allow everybody to adopt a 
shareholding system In their 


plant overnight, because we 
must deal cautiously with 
the issues of accumulated 
debts and surplus labour." 

In his congress speech, Mr 
Jiang said China should 
"quicken the pace" of state 
enterprise reform, inclnding 
“reorganisation, merger, 
leasing, contract operation, 
joint stock partnership or 
sell -off". 

"We should strive to seek 
various forms of materialis- 
ing public ownership that 
can greatly promote the 
growth of productive forces," 
he added. 

China has some 370,000 
state-owned enterprises on 
its books, a big proportion of 
which are small companies 
in the services sector. Indus- 
trial enterprises total 118,000, 
including 16,000 which are 
large and medium-sized. 

Chinese officials say state 
control will be maintained 
over some 3,000 core enter- 
prises. with the rest trans- 
formed into shareholding 
companies, or other forms of 
ownership. 

Encouragement to divest 
is certain to lead to more 
listings on China’s stock 
exchanges which have been 
in the doldrums after an 
early burst of activity in 
1992-93. 

The World Bank has been 
pressing China to “acceler- 
ate the diversification of 
state-owned enterprise" own- 
ership, saying in a recent 
policy document that “sell- 
ing shares on national and 


international stock 
exchanges as a vehicle for 
introducing external forces” 
is one of the most effective 
ways of improving effi- 
ciency. 

The bank opposed China’s 
plans to establish holding 
companies as “half-way 
houses" between continued 
state ownership and divesti- 
ture, saying this would 
merely add another layer of 
bureaucracy. 

Mr Jiang’s backing for 
state sector reform and inno- 
vation indicated the authori- 
ties had decided to steer 
away from holding compa- 
nies as a way of dealing with 
the ownership issue. 

Chinese leaders have been 
vague about the forms of 
ownership which might And 
favour, beyond speaking 
approvingly of expanding 
the shareholding system, 
either through the sale of 
shares to employees or 
through stock market list- 
ings. 

Judging by China’s will- 
ingness to experiment, how- 
ever, anything may be possi- 
ble in time. As Mr Jiang 
sai± "Public ownership can 
and should take diversified 
forms. All management 
methods and organisation 
that mirror the laws . . . may 
be utilised boldly.” 

Policy Options for Reform 
of Chinese State-Owned . 
Enterprises. World Bank dis- 
cussion paper No. 335. June 
1995. 


Energy demand may double by 2020 


World energy 

Country 2020 arnrgy 1996 energy 
con — option conMumnn 
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India 5 
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By Simon HoEberton 
in London 

World energy demand could 
double by 2020 requiring an 
investment of $3,000bn in 
new electricity generation 
alone, a study published 
today says. 

Oxford Economic Research 
Associates (Oxera) also said 
Asian countries would come 
to dominate the world's list 
of leading energy consumers 
if current rates of consump- 
tion continued. 

It predicted that South 
Korea and India would push 


Germany and Russia out of 
the ranks of the top five 
energy consumers. The US 
and China would maintain 
their positions as the world’s 
biggest and second biggest 
consumers respectively. 

World demand was being 
propelled by population 
growth, industrialisation 
and urbanisation. Mature 
western economies would 
continue to grow, but rap- 
idly developing economies, 
particularly in Asia, would 
provide the main spur to 
growth in demand. 

Asia-Pacific energy 


demand grew by 60 per cent 
between 1986 and 1996. Over 
the same period US energy 
consumption rose 20 per 
cent 

“The average person in 
western Europe consumes 
five times as much energy as 
his Chinese counterpart. “ 
Oxera said in a report com- 
missioned by PowerGen. the 
UK generator. 

“China has the largest 
population in the world. It is 
in the early stages of its own 
industrial and technological 
revolution which will trans- 
form not only the economic 


landscape in China, but the 
balance of the world’s econ- 
omy as a whole." 

Oxera said the pace of lib- 
eralisation and privatisation 
of power markets was set to 
increase. Government would 
not be able to generate the 
investment to meet projected 
work demand. 

It argued that private sec- 
tor Involvement in utilities 
had almost always been ben- 
eficiaL Energy prices were 
lower, customer service bet- 
ter, and consumers could 
choose their energy suppli- 
ers. 


Cuts free 

military 

resources 

By Tony Walker in Beijing 

China’s decision to reduce 
the size of its military by 

500.000 more before 2000 is 
tn line with policies aimed 
at modernising the armed 
forces and freeing up scarce 
financial resources for 
equipment purchases. 

Western military attaches 
said the announcement on 
Friday by Jiang Zemin, the 
party boss, was “old news”: 
China began a second round 
of downsizing the military 
in 1995 and has shed some 

200.000 personnel in the 
past two years. 

Attaches were sceptical, 
however, about the numbers 
who would cease active ser- 
vice, noting that many were 
being transferred to the 
people's armed police, a 
paramilitary force in charge 

of public older. 

In the 1980s, Deng Xiao- 
ping cut the military by 25 
per cent, or im, to about 
3m: the latest cuts will 
reduce numbers to about 
2J5m, regarded as manage- 
able under new defence poli- 
cies nin md at building Chi- 
na’s defence capabilities 
based on quality not quan- 
tity. 

Mr Jiang called for the 
army to “intensify its educa- 
tion and training, and 
upgrade its defence capabili- 
ties under modern technol- 
ogy and especially high-tech 
conditions’’. 

China’s military him been 
a poor relation in the coun- 
try’s modernisation drive. It 
has been sta rved of funds 
for new equipment, but is 
expected to mount a strong 
case for additional 
resources. 


CORRECTION 


Remgchai 

Marakanond 

In the edition of Friday 
September 12, Remgchai 
Marakanond was incorrectly 
identified in a picture cap- 
tion as governor of the Bank 
of Thailand. He was 
replaced as central bank 
governor by Chaiyawat 
Wibnlswasdi in July. 


HK deal on 

Taiwanese 

celebrations 


By John Ridding 
in Hong Kong 

Hong Kong officials and 

Taiwanese representatives in 

the territory appear to have 
reached agreement over the 
sensitive issue of celebra- 
tions for Taiwan’s national 
day next month, according 
to a special adviser to Tung 
Chee-hwa. Hong Kong’s post- 
colonial leader, 

Paul Yip said Taiwanese 

groups would be free to cele- 
brate privately the “double 
10th”. referring to annual 
celebrations on October 10. 
These commemorate the rev- 
olution which gave birth to 
the Republic of China under 
Sun Yat-sen. Sun founded 
the Nationalist party, whose 
leaders fled to Taiwan in 
1949 after the communist 
victory in the Chinese civil 
war. 

Mr Yip said Taiwanese 
official had agreed not to 
organise events which could 
embarrass the Hong Kong 
government and they under- 
stood its position that only 
the flag or the People’s 
Republic of China be dis- 
played in public. He said it 
was up to pro-Taiwan organ- 
isations whether to display 
Taiwan's flag in private. 

The issue has become a 
test case for Taiwanese 
organisations in Hong Kong 
following the territory’s 
return to Chinese sover- 
eignty last month. Hong 
Kong, which acts as a con- 
duit for much of Taiwan’s 
trade and investment with 
the mainland, wants to 
maintain good relations with 
Taipei. China has also sig- 
nalled that it wants the 
Hong Kong government to 
maintain links with Taiwan, 
indicating that it sees the 
territory as a valuable 
source of contact with 
Taipei. 

Beijing’s leadership also 
views the one country-two 
systems formula, which 
underpins Hong Kong’s 
return to Chinese sover- 
eignty. as a model for reuni- 
fication with Taiwan. 


A Taiwanese/Centra] 
American presidential 
s umm it held at the weekend 
tn El Salvador en ded w ith 
the Taiwanese making an 
offer to supply the hugest 
share. S240m. of a S300m 
fund due to be set up in 
support of medium- and 
long-term development 
projects is Central America. 
Johanna Tuckman reports 
from Guatemala City. 

El Salvador, Guatemala. 
Honduras. Costa Rica and 
Nicaragua are committed to 
contributing the remaining 
$60m between them. 

The Taiwanese also 

promised to channel a S50m 

credit line through the 
Central American Bank of 
Integration, targeted at 
email and medium industry 
in the region. 

The five-hour meeting also 
produced statements on the 
encouragement of trade 
between the region and 
Taiwan, although potential 
here is limited given the 
predominance of the CS and 
Europe. 

The Hong Kong and Kow- 
loon Trade Union Council, 
which holds celebrations on 
Taiwan's National Day. said 
recently that preparations 
had already been made. 
“Some two to three big 
Taiwan national flags are 
ready and 10-odd smaller 
ones have been finished in 
ca m we are allowed to raise 
them at our dinner party 
venue," a spokesman said. 

An official at Chung Hwa 
Travel Service, Taiwan’s rep- 
resentative office in Hong 
Kong, suggested that unoffi- 
cial flags featuring the plum 
blossom could be an alterna- 
tive. China Airlines last year 
replaced the Taiwan flag 
motif on its aircraft with the 
blossom. “There is the view 
that we should respect the 
first SAR Government jHong 
Kong's government] and 
consider the sensitivity of 
flying the flag.” the official 
said. 
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Call to halt export credit guarantees for ‘unproductive expenditure’ 

T a -m m j f 'mm ~u *■ 


ioti s UK stops arms credits for big debtors 


By Robert Choie, 

Economics Editor 

Britain will no longer offer export 
credrt guarantees for sales ofaSna- 
ments to highly indebted poor 
countries, the UK chancellor will 
tell Commonwealth finance minis- 
ters in Mauritius tomorrow. 

There are 41 countries classified 
■* voot and highly indebted, of 
wmcn Britain currently extends 
export credit guarantees for 
Ghana, Vietnam and Bolivia. 

Gordon Brown will challenge 
other countries to follow B ritain 's 
lead in halting export credit guar- 
antees for “unproductive" expendi- 
ture. But France is expected to 


resist If there Is no international 

agreement by 2000. the UK may 

resume guarantees for arms sales. 

The pledge is part of a seven- 
point plait to push ahead the inter- 
national effort to tackle poor coun- 
try indebtedness. Mr Brown win 
pursue these “Debt 2000” proposals 
at the ann ual meetings of the 
World Bank «nd the International 
Monetary Fund, which start in 
Hong Kong this weekend. 

The chancellor believes that 
countries with strong records of 
policy reform - and which as a 
result have their debts reduced to 
sustainable levels through the spe- 
cial initiative developed jointly by 
the World Bank and IMF — should 


have export credit guarantees 
agreed on a fast-track basis. 

The chancellor will also attempt 
to inject new Impetus into the debt 
initiative. He will tell his fellow 
finance ministers that a target 
should be set under which three- 
quarters of those countries which 
are likely to benefit should have 
relief packages agreed by 2000. This 
is in line with present plans, but 
leaves no room for further slip- 
page. 

The UK also believes that coun- 
tries performing well should 
receive the maximum debt relief 
possible under the initiative, reduc- 
ing their debt-to-export ratios to 
200 per cent. After agreement has 


been reached countries should not 
then be asked to wait longer than 
necessary before relief Is delivered. 

Mr Brown will also urge the 
Paris Club of bilateral government 
donors to include debt incurred 
since a country's last rescheduling 
in the tally which is eligible to 
receive 80 per cent relief under 
the initiative. This would help 
countries such as Mozambique, 
which owes a lot of its debt bilater- 
ally. 

For countries that owe mast of 
their debt to multilateral organisa- 
tions, Mr Brown believes the World 
Bank should consider offering ear- 
lier relief on the debt burden owed 
to any International Development 


Venezuelans take 
beauties to heart 


T he smile of 18-year -old 
Veruska Ramirez 
radiated far beyond 
the 10.000 cheering specta- 
tors to meet the hearts of 
millions of bedazzled an d 
sympathetic Venezuelans 
glued to their television 
screens on Friday night. 

The election of the 
national beauty queen. Miss 
Venezuela, packaged in more 
than three hours of extrava- 
ganza, enthrals this oil-rich 
nation of 20m inhabitants 
more than any other 
national event, including the 
election of the country's 
president 

The image of glitz and 
glamour, instant f ame and 
wealth, though popular since 
the 1950s has gained a spe- 
cial attraction during recent 
years of economic crisis, 
boosting ratings beyond 90 
per cent. Candidates are cho- 
sen from all social classes 
and the pageant is revered 
by bath rich and poor. 

With five Miss World titles 
and four Miss Universe 
titles, Venezuelans have won 
more international beauty 
pageants than any other 
country. Selecting the 
beauty to represent Vene- 
zuela is a process of self-es- 
teem. a moment to wallow in 
national pride. 


“There is a culture of 
beauty in our country," says 
Osmel Sousa, who heads the 
Miss Venezuela foundation 
and hand-picks and tr ains 
the candidates. Yet in spite 
of his emphasis on the pag- 
eant's artistic and creative 
nature, it is business that 
dictates beauty. Mr Sousa 
admits be nses plastic sur- 
gery much the way he uses 
an eraser on drawings he 
does not like. “This is a con- 
test of the most beautiful not 
the most natural woman." 
he says. “We create the per- 
fect woman here." Backed 
by corporate sponsors. Sousa 
spends $5,000 to $10,000 to 
tntor, clothe and reshape 
each of his contestants. 

Miss Venezuela today Is 
big business. The total pro- 
duction cost of the show, 
including the preparation of 
the candidates, is between 
$7m and $8m. says Carlos 
Bardasano, president of 
Venevision. the television 
channel that produces and 
broadcasts the show. 
Although only 60 to 70 per 
cent of that investment is 
recovered, says Mr Barda- 
sano. there are other non- 
tangible returns, such as 
image and prestige. “Today 
Venezuela is known for its 
beauty queens, even more 


than for its oil," he says. 

Millions of viewers In 
Latin America, the US and 
several countries throughout 
Europe and Asia watch the 
gala event in various lan- 
guages and often live. 

“It’s better than money," 
says Gustavo Cisneros, “it 
says something about the 
ability of our group." The 
Cisneros Group, which owns 
both Venevision and the 
Miss Venezuela foundation, 
is rapidly consolidating its 
position as o n e of the princi- 
pal media groups in Latin 
America. 

Venezuelan beauty queens 
are also the premier celeb- 
rities used in advertisement 
campaigns. Though they 
have typically promoted 
beauty products, they have 
also starred in diaper and 
doll ads. What sports celebri- 
ties are for the advertising 
world in other countries, 
beauty queens are in Vene- 
zuela. 

“Venezuelan women 
admire them for their beauty 
and success and that works 
for us in our ads.” says 
Ysolda Salvatierra of the 
advertisement firm Leo Bur- 
nett, which put a former 
Miss Universe, Alicia 
Machado, on the back of a 
Kellogg's high-fibre cereal 



Veruska Ramirez being crowned Miss Venezuela in Caracas 
on Friday by last year’s winner Marena Bencomo Ream 


box. The ad worked fine but 
threatened to backfire when 
Machado gained 11 pounds 
and sparked a public contro- 
versy. as well as rumours 
that Kellogg’s was to with- 
draw the ad. Some consum- 
ers demanded she be 
stripped of her crown, others 
spoke 19 in her defence. 

Beauty queens already 
command the hearts and 


purses of Venezuelans, and 
it now appears that a former 
beauty queen could run the 
entire country. A former 
Miss Universe and current 
mayor of the Caracas district 
of Chacao, Irene Saez leads 
the polls among the candi- 
dates for next year’s presi- 
dential election. 

Raymond Colitt 


Association, its soft-loan arm. 

The debt relief initiative faces 
financin g difficulties, in large part 
because the IMF has received only 
about $l-8bn of the $3Abn it has 
asked member countries to provide 
to finance its contribution. The UK 
Is offering about $55m-$65m. on an 
“as needed" basis. 

The UK believes the gap could be 
filled by selling and reinvesting 5m 
ounces of the IMF's gold reserves, 
but a number of countries - nota- 
bly Germany - oppose this. The 
gold sales would need to be larger 

still if the US a dminis tration failed 
to get congressional approval for 
its proposed contribution to the 
IMF financing 


Boeing sues 
over order 
cancellation 

US Airways yesterday 
promised to fight “vigor- 
ously" a lawsuit filed by 
Boeing, the aerospace manu- 
facturer, over its derision to 
cancel an order for 48 Boe- 
ing jets and buy from Air- 
bus Industrie of Europe 
instead. John Authers 
reports from New York. 

It is only the second time 
Boeing has taken such 
action over purchase agree- 
ments. and reflects growing 
competition from Airbus, 
which usually enjoys rela- 
tively little success in sell- 
ing to US domestic carriers 
such as US Airways. 

Boeing said it had filed 
suit in Washington state, 
charging that US Airways 
had refused to make pay- 
ment on eight Boeing 757s 
and 40 Boeing 737s on order, 
valued at about £L2bn. The 
company's complaint says 
US Airways, then known as 
USAir, signed agreements to 
buy Boeing’s jets in 1981. 
Boeing agreed to a series of 
delivery deferrals in 1990. 
but declared the airline in 
default last November, when 
it failed to make a $3m par- 
tial payment. 

Shortly after, an order 
was placed with Airbus for 
120 narrow-body jets valued 
at more than $5bn. with an 
option to boy 280 more. 


Zapatistas in 
bid to rebuild 
popularity 


By LesBe Crawford 
in Mexico City 

When Sub-Comandante 
Marcos, the charismatic 
Mexican guerrilla leader, 
prophesied his Zapatista reb- 
els would reach Mexico City, 
he never dreamed it would 
be in a convoy of chartered 
buses, flanked by police 
escorts, bogged down by the 
traffic gridlock of a holiday 
weekend. 

instead of taking the capi- 
tal by storm, more than 1,100 
Zapatista rebels left their 
rifles behind and embarked 
on a 750-mile trek, from their 
isolated jungle encampments 
near the Guatemalan border 
to the capital, in an attempt 
to rekindle an indifferent 
nation's interest in their for- 
gotten struggle for Indian 
rights. 

What little remained of the 
Zapatista threat appeared to 
fizzle out as President 
Ernesto Zedillo, his interior 
minister, Emilio Chuayfett, 
and his defence secretary, 
Gen Enrique Cervantes 
Aguirre, said the guerrillas 
were welcome to stay in 
Mexico City as long as they 
liked. 

At a rally attended by 
thousands of sympathisers 
on Friday night, the rebels 
wore their trademark wool- 
len balaclavas and embroi- 
dered indian smocks, but 
their fighting talk rang hol- 
low. 

“If Zedillo wants peace, he 
should keep his promise to 
Indian peoples and order his 
troops back to barracks,” 
said “Claribel”, reading a 
message from the absent 
sub-comandante. 

In bis letter. Marcos 
accused the government of 
breaking off peace talks and 
reneging on a number of pre- 
liminary agreements whicb 
would have given a measure 
of autonomy to indigenous 
communities in the southern 
state of Chiapas. 

The government says it is 
willing to resume talks, but 
it is obviously in no hurry to 
do so. 


Since the uprising began 
on New Year’s Day in 1994, 
the Zapatista National Uber- 
tion Army fEZLN). with 
fewer than 15,000 fighters, 
has spent most of its time 
hiding in the Lacand&n for- 
est of Chiapas, confined 
there by a Mexican army 
cordon of up to 60.000 men. 

Both sides have avoided 
open conflict: the Zapatistas 
because they know they 
are out-gunned and out- 
numbered, the army because 
it does not want blame for a 
bloodbath. 

Some sympathisers believe 
the Zapatistas threw away a 
golden opportunity when 
they refused to lay down 
arms and register as a politi- 
cal party before national 
elections last July. 

Throughout Mexico, voters 
turned against the ruling 
Institutional Revolutionary 
party, and elected an opposi- 
tion Congress for the first 
time in seven decades and a 
leftwing mayor for Mexico 
City. The orderly vote for 
peaceful, democratic change 
contrasted sharply with inci- 
dents of violence in Chiapas, 
where Zapatista supporters 
boycotted the elections, 
burned ballots and destroyed 
some voting booths. 

In an attempt to recapture 
public sympathy, the Zapa- 
tistas tried to hold the foun- 
ding congress of a civilian 
“Zapatista National Libera- 
tion Front” in Mexico City at 
the weekend. The inaugura- 
tion on Saturday began six 
hours late, by which time 
many guest speakers, includ- 
ing Cuauhtemoc Cdrdenas, 
the mayor-elect had already 
left. The conference dis- 
banded shortly thereafter, as 
the rented premises had 
been double-booked. 

Organisers said they saw 
the Zapatista Front as a 
grassroots civilian move- 
ment whicb would not regis- 
ter as a political party and 
would not contest elections. 
The creation of the Front 
they said, would not lead the 
Zapatista army to give up 
their guns. 
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Hie Ministry of Transport of the Republic of Lithuania 
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NEWS: UK 


Government would be willing to consider ‘privatisation’ of the monarchy | XaX 


UK NEWS DIGEST 


Fiscal change possible for royals 


By Clay Harris 
and John Kampfner 

The government signalled 
yesterday that It was willing 
to consider an effective pri- 
vatisation of the royal fam- 
ily. but emphasised that any 
impetus for change in the 
monarch's fiscal status 
would have to come from the 
Queen and Prince Charles. 

The idea that the state 
might stop funding the royal 
famil y in return for allowing 
the monarch to collect 
income from the Crown 
Estate, money which has 
gone to the exchequer since 
1760. was mooted last year 
and has been revived since 


the death of Diana, Princess 
of Wales. 

Ministers said changes to 
the financing of the royal 
family fitted in with prime 
minister Tony Blair’s 
broader agenda of more mod- 
ern political institutions, but 
the initiative would have to 
come from Buckingham Pal- 
ace. 

One government member 
said: "If the royal family 
wants changes in its 
arrangements, it’s up to 
them. We wouldn’t seek to 
stand in their way." Buck- 
ingham Palace said nothing 
was being discussed. 

The Queen would see an 
immediate financial benefit 


from such a change, with the 
prospect of growth in reve- 
nue as the value and exploi- 
tation of the Crown Estate 
improved. In addition, she 
would be released from the 
strait-jacket of fixed annual 
payments from the state. 

The Crown Estate includes 
Regent Street in London, the 
Windsor estate, nearly 
300,000 acres of forest and 
farmland, and about half the 
UK's foreshore. It also holds 
rights for the extraction of 
aggregates from the seabed. 

In March 1997 the estate 
was valued at £2.6 Ibn 
($4.L4bn). and it reported 
surplus revenue of £102Jfcn 
for 1996-97. 


• Shops sold out of the first 

250.000 copies of Elton 
John's re-written Candle in 
the Wind when it was 
released in the UK on Satur- 
day. Mercury Records said it 
was working extra shifts to 
get another L25m copies into 
UK shops by today. The sin- 
gle has already been 
declared "platinum" with 

600.000 copies sold. 

• Three Sunday tabloid 
newspapers, the News of the 
World, the People and the 
Sunday Mirror, have prom- 
ised not to publish photo- 
graphs taken in circum- 
stances infringing the 
industry's voluntary code of 
practice. The News of the 


World said it would ban any 
photographers or agencies 
that did not agree to follow 
those guidelines,, which 
include a ban on long-range 
photography on private 
property. 

Meanwhile, an opinion 
poll conducted by NOP for 
the Sunday Times newspa- 
per found that 73 per cent of 
people believed the Queen to 
be "out of touch” and 53 per 
cent thought she should 
abdicate now or in 2001 
when she will be 75. 

Sixty per cent of those sur- 
veyed wanted Prince Wil- 
liam to be the next king, 
while 31 per cent wanted 
Prince Charles. • 


Yes campaign 
finds apathy 
in the hillsides 




The planners of the Queen's 
Park housing estate in 
Wrexham, north Wales, 
stamped politics on their 
creation by naming several 
streets after UK prime min- 
isters. But many people on 
the estate appear to have 
little interest in Thursday's 
referendum on the govern- 
ment’s proposals for a 
Welsh assembly - the most 
important political event in 
Wales since the 1979 vote on 
a similar plan. 

Queen’s Park’s shabby 
youth centre and pub are 
reminders of the conse- 
quences of the disappear- 
ance Of coal mining and 
manufacturing industry 
from communities such as 
Wrexham, Merthyr Tydfil 
and the Rhondda valley 
towns. These areas have 
since enjoyed few of the eco- 
nomic opportunities that 
Cardiff, the capital city, has 
experienced. 

That decline has created 
what WII Edwards, a former 
Labour MP for Merioneth, 
describes as “left behind 
people”, who often do not 


participate in elections. 

“I don't really dabble in 
politics," says Nancy Wil- 
liams, a volunteer youth 
worker, as she takes her 
three young children home 
from school. “I don’t really 
talk about thing s Him t his 
[the referendum].” 

This indifference worries 
many Tes campaigners. 
They are concerned that 
people who will vote have 
yet to look closely at the 
plans for the assembly, 
which until last week were 
overshadowed by the refer- 
endum on proposals for a 
Scottish parliament. 

"Undoubtedly there are a 
number of people who are 
uncertain and will make up 
their minds in the last con- 
pie of days,” says Ron 
Davies, secretary of state for 
Wales. 

Pro-devolntionists admit a 
lack of awareness among 
voters has allowed the No 
campaign to create a percep- 
tion that the assembly will 
have few powers, allowing 
quangos to increase their 
influence. A retired head- 



reform 

discussion 

paper 

planned 

By Robert Poston, 
PoffijcatEtitor 

Gordon Brown, - the 
chancellor of the exchequer, 
plans to publish sugg estions 
for radical tax reform in a 
so-called, "green budget” 
later this autumn, before 
taking formal decisions for 
the . normal Budget next 
Spring: 

The “green budget" will 
take the form of a_ consulta- 
tion "paper, unusual in the 
area of tax reform, and is 
likely to include 
ideas for .reforming capital 
gains and inheritance 


Housing plan 
to be unveiled 

a™ 

seven mHes west of Cm- 


Yes men: Ron Davies (left) and Donald Dewar campaign in Cardiff city centre yesterday 


teacher from Queen's Park 
says: “It’s likely to mean 
more quangos rather than 
fewer. It will mean more 
comm ittees. It will cost a lot 
of money and all that money 
could be spent on educa- 
tion.” 

The No campaign has con- 
vinced some people that an 
assembly is a prec urs or to 
Welsh secession from the 
UK. Elizabeth Jones, a social 
worker, will vote No for this 
reason. “From the way 
things are at the moment I 
think we will be better off 
staying in the UK." 

The danger for the antt- 
devolutionists is that their 


two nuun lines of attack 
seem to be contradictory. A 
leaflet, which the Just Say 
No campaign will tins weds 
distribute to every house- 
hold in Wales, describes the 
assembly as a “wasteful and 
redundant talking shop”. 
Yet it argues that the insti- 
tution will be empowered to 
“destroy Britain and the 
unity of its peoples”, and to 
present “a grave danger” to 
services, jobs and enterprise 
in Wales. The leaflet is a 
last throw of tee dice for a 
campaign which admits it 
has been badly bit by the 
size of the mandate for devo- 
lution in Scotland. 


Carys Pugh of the No cam- 
paign steering committee 
thinks the Scottish result 
could reduce the No vote in 
Wales by 20 per cent The 
Yes campaign, meanwhile, 
has tried to use the Scotland 
result to generate momen- 
tum. 

The Labour party wfll tills, 
week distribute lm copies of 
a leaflet with the banner 
headline "Scotland votes 
Yes”. The arm win be to con- 
vince the Welsh people that 
to vote for the assembly is 
not to take “a step in the 
dark”, as Mr Davies puts it 

Michael Peel 


Top public-sector pay may be frozen 


By John Kampfner and 
Nicholas Timmins 

The government is 
considering restoring its 
pledge to freeze the pay of 
judges and other top public- 
sector earners, partly to off- 
set anger that planned rises 
for teachers and nurses are 
likely to he pegged to infla- 
tion. 

Alistair Darling. Treasury 
chief secretary, win outline 
the principles that the gov- 
ernment wants to apply to 
next year’s public-sector pay 
round in a submission to 


independent review bodies 
this week. 

Gordon Brown, the chan- 
cellor of the exchequer, 
vowed in February to 
reverse increases, awarded 
by the then Conservative 
government, of up to 7 per 
cent in two phases far 
judges, senior civil servants 
and senior military officers. 

However, two months 
after taking office, the gov- 
- eminent backed down on its 
plan to reverse the second 
tranche of rises, due in 
December, citing legal obsta- 
cles. 




Mr Darling will make clear 
in his submission of Mr 
Brown’s intention to be 
“tough but fair” when he 

maltha hla final decisions 
early next year. The govern- 
ment has committed itself to 
sticking to Tory public 
spending totals for two 
years. 

“If everyone is going 
to feel the squeeze, it's 
hardly good politics if we're 
going to make it less painful 
for the richer ones in the 
public sector.” said a senior 
official. 

Teachers' unions and some 


Labour leftwingers have 
reacted angrily to warnings 
toy ministers that they will 
not make available extra 
funds for pay rises for teach- 
ers, doctors, nurses and 
other public-sector workers. 
Their disappointment was 
compounded by confirma- 
tion that ministers will take 
a 22 per cent salary Increase 
in April, which they had 
suspended for a year shortly 
after Labour’s general elec- 
tion victory in May. 

With teachers demanding 
rises of about 10 per cent, 
Nigel de Gruchy, general 


secretary of the National 
Union of School- 
masters/Union of Women 
Teachers, warned of . an 
explosion of anger and 
“some kind of industrial 
action”. 

Stephen Byers, education 
minister, described Mr de 
Gruchy’s remarks as disap- 
pointing, saying that extra 
funds would be spent on 
more teachers and better 
equipment and buildings. 

In evidence to their review 
body, doctors are also' expec- 
ted to seek a double digit, 
increase. 


There are also expected to 
be proposals for environmen- 
tal taxes, changes to the sys- 
tem of raising revenue from 
North Sea ofi companies and 
first details of how the tax 
and benefits .HyM t c i r nc would 
be streamlined and modem- 
Tffld to remove » > ipnt 

disincentives. 

Mr Brown hopes the pro- 
posals will start a public 
debate on. tax changes and 
make the Budget- 
making process more trans- 
parent. But he is meeting 
resistance from Treasury 
and tax officials. 

Mr Brown believes such a 
debate would expose any 
problems associated with 
possible fiscal reforms prior 
to final details being 
OTinfintirori But officials are 
concerned there would be a 
stampede to take advantage 
of any loopholes or low rates 
which looked set to be abol- 
ished. 

- "They are raising utterly 
predictable objections,” said 
a government member. 
"Pbeir main nnp is that it 
will distort people's behav- 
iour In the months before 
the Budget” 

“The way round that is to 
make it clear that any tax 
changes would take effect 
retrospectively from the date 
of the green budget rather 
than the real Budget,” said a 
minister. 

The consultation docu- 
ment, scheduled for Novem- 
ber, is expected to contain 
the economic forecaster ' 
which , will determine the 
overall shape of the Budget. 

The package of tax 
reforms could be as radical 
as those to Mr Brown's first 
Budget last July, which cut 
corporation tax. levied a 
£5bn tax on privatised utili- 
ties and abolished the tax 
credits on dividends paid to 
pension funds and compa- 
nies. 

The autumn paper is 
expected to contain prelimi- 
nary results of a review of 
the tax and benefit system 
being carried out under the 
chairmanship of Martin Tay- 
lor, chief executive of Bar- 
clays Bank. 
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■ PROPERTY 

New regulator seeks home 

The Securities and Investments Board, the 
vreitchdog, is to meet this week to consider ttoe preaMe 
SSjsTttTO to the City of London and one in London s 
SaS?- as headquarters of Newro. the ngw super- 

prmnises on Upper Thames Street MdGre^amar^ in 

STS^of London and at Canary W^rfmDocklan^ j 

The regulator is understood to need the site by the sum- , 

“Although the Docklands site would betheTe^eigen- 
sive - rents are just under £30 ($47) per square foot for 
prime space with rentfree periods availgie - STO is 
understood to be reluctant to move too far from its City 
constituency. Prime City rents, by 
around E42L50 per square foot Norma (jonen 

■ BANKING 

Barclays in unit trust shake-up 

Barclays bank wfll today unveil a shake-up of its £6bn 
imft trust business, aimed at boosting sales through inde- 
pendent financial advisers. 

The -liras previously committed to selling its funds 
through its 1,200 branches and is the biggest unit trust 


THE BANK CONSOLIDATION COMPANY, PLC 
OF BULGARIA 


Bulgaria has recently made resolute commitments in moving toward 
a market based economy. In conjunction with pledges of financial 
assistance from the International Monetary Fund and World Bank, 
the recently elected government has instituted many positive 
changes to stabilize the economy. The new government has 
recently established a Currency Board and has taken very positive 
steps toward the privatization of many state-owned companies. The 
privatization of Bulgarian banks is an integral part of the plan for 
full transition to a free market economy. The Bank Consolidation 
Company (BCO successfully completed its first bank privatization 
in July 1997 when United Bulgarian Bank was acquired by the 
European Bank for Reconstruction and Development, U.S. 
Oppenheimer and Company and Bulbank. The BCC controls five 
other state-owned banks and is now offering its majority interest in 
the following two banks in a competitive sealed bid sale: 


Telecoms supply deal 
expected to reduce costs 


By Aim Cane 

Energis, the UK-based 
telecommunications opera- 
tor. and Northern Telecom 
of Canada have signed a sup- 
ply agreement which should 
cut costs for both companies 
and for their customers. 

The agreement is designed 
to smooth peaks and troughs 
in Nortel's manufacturing 
cycle, while giving Knprg fa 
the ability to increase trans- 
mission capacity and bring 


new products to market with 
minimal delay. 

Ron Patterson, Nortel 
vice-president, said: “Tradi- 
tional commercial relation- 
ships can stifle the flexibility 
and creativity needed by 
both supplier and operator.” 

An immediate conse- 
quence of the agreement is a 
$10Qm contract for 20 of Nor- 
tel's biggest switches to be 
supplied over five years. The 
switches are needed to 
expand the range of services 


Energis offers its corporate 
customers, including the 
BBC, Reuters, Virgin Atlan- 
tic and Boots. 

Chris Burke, Energis 
director of network opera- 
tors and engineering, said 
the agreement would bring a 
40 per cent improvement in 
delivery time for new trans- 
mission capacity. At present, 
the delay between ordering a 
telecoms switch and deliver- 
ing extra capacity is about 

Trine Tnnnfhg 


The move confirms the growing role of IF As - indepen- 
dent gaiogman typically working for c ommis sion - in 
distributing the products of financial services companies. 

Mr Leming, te chnical manager of the IFA Asso- 

ciation, a trade body, said: “Ibis is a real change erf tack 
by Barclays, which has always been so committed to its 
branches." 

Ms Di Skidmore, for Barclays, said: TFAs sell 55 per 
cent of retail unit trusts. We are only ranked 20th in that 
market «wri we want to improve on that." Barclays has a 
range of 26 unit trusts, which it expects to whittle down 
through a series of fund mergers. Jonathan Guthrie 

■ BEER 

Brewery challenges duty rise 

A family brewery is to mount a legal challenge against 
the government’s Ip-a-pint duty rise on beer, it emerged 
yesterday. Lawyers for Shepherd Neame, based in Faver- 
stoain. Kent, are seeking a judicial review of the chancel- 
lor’s Budget decision which they say has left British brew- 
ers even worse off in the battle against cheap continental 
beer imports. 

The drinkfi ind ustr y hag long campaigned against the 
high duty - six-times that in France - imposed on home- 
made products and blamed for the closure of hundreds of 
local pubs. The High Court will hear that, under the 
Treaty of Rome, gnyB rnmun tB are obliged to harmonise 
duty rates with Europe and promote the single market. 

■ SOCCER 

Fans ‘must reclaim game 9 

Tony Blair, the prime minister, is being urged to return 
.football to the fans, capitalising on what the government 
believes is a popular mood to make national institutions 
more approachable. The left-leaning Fabian Society, in a 
pamphlet published today, sets out a “team of 11 practical 
Ideas” for consideration by the government's football 
taskforce under David MeHor, the former Tory heritage 
secretary. 

These range from clubs playing friendly matches for 
charity; representation on cdub boards by “fan forums" to 
increase democracy; sponsorship by companies of less 
glamoro us matches, to enable fans to watch garm»g for £1; 
grea ter access for pensioners and parents with young chil- 
dren to social facilities, and creation of a new regulatory 
body “to stand up for the rights of fans as consumers amri 
give them value for money”. John Kampfner 

m NON-EXECUTIVE PAY 


Shares plan backed 


out in t he H ampel report cm corporate gov erna nce that 
nonexecutive directors should be paid partly in shares. In 
research sentto clients last week. New Bridge Street rec- 
ommends non-executive directors spend up to haTf of their 
post-tax earnings on company shares. 

The consultancy suggests directors biriM up shares to 
once or twice the value of their annnai fee. It admits that 
this “sensible idea” is still a rarity in the UK partly for 
logistical reasons. Jane Martinson 


Airline and union fly out of turbulence 

BA and its cabin crew are both able to claim victory at the end of their dispute 


BULGARIAN POST BANK A.D. 

Sofia, Bulgaria 


Net Assets; 
Deposits: 
Branches: 
Ownership %: 


160,212,887 USD 
135,081,571 USD 
39 

78.23 


HEBROSBANK A.D. 

Plovdiv, Bulgaria 

Net Assets: 97,802,978 USD 

Deposits: 91,814,360 USD 

Branches: 65 

Ownerstft %; 97.57 


Af Marmadoii It ol 30 J 


In addition to the above sealed bid sale, the BCC is actively 
seeking potential acquirers for its 99-5% interest in Biochim 
Bank, Sofia, Bulgaria. Biochim Bank is Bulgaria’s second largest 
bank with ner assets of 1?2.3 million USD. 

Potential acquirers for the above banks should immediately contact 

Peter Jctet, Chid Executive Director 
BaakConssfidstfou Company, PLC 
27, Vladayska Street, 1606 Sofia, Bdgaria 
Ptamr. +359 2951 5095 or Fan +359 2 S51 5924 


T he settlement of the 
dispute between Brit- 
ish Airways and its 
cabin crew, whose three-day 
strike caused extensive dis- 
ruption at the peak of the 
summer holiday period, 
comes as a huge relief to 
both the airline and the 
TGWU transport union. 

Union leaders cannot con- 
ceal their satisfaction over 
the outcome of the first high- 
profile industrial dispute 
since the election- of a 
Labour government in May. 
Cabin crew members 
attracted considerable public 
support after BA threatened 
to sack strikers and sue 
them for damages. 

One union official said: 
“BA management did the 
whole trade union move- 
ment a favour by their 
behaviour. There has been a 
sea change in public opinion 
- people just don’t like 


aggressive, ‘macho’ manage- 
ment.” 

Robert Ayling, BA’s' chief 
executive, can also represent 
the deal as a victory, albeit 
one which cost the business 
£i25m (5198m). What Mr Ayl- 
ing had to avoid was a settle- 
ment that did not achieve 
the £42m in annual savings 
he had demanded from the 
cabin crew. 

Had be agreed to anything 
less, the message to the (Sty 
and to other employees 
would have been that he was 
prepared to retreat from his 
cost-cutting programme. 

Mr Ayling said last year 
that BA had to achieve 
annual savings of £lfan by 
the turn of the century If it 
was to cope with worldwide 
deregulation and the threat 
from low-cost carriers. 

He told staff that they had 
to show they could do their 
jobs as cheaply as an outside 


contractor. Cabin crew were 
told that although BA was 
prepared to pay them mere 
than their counterparts In 
other airlines, largely 
because of the increased lan- 
guage skills it was demand- 
ing from them, they too had 
to contribute towards the 
cost-cutting. 

By insisting that no settle- 
ment was possible unless the 
cabin crew agreed to the 
£42m savings, Mr Ayling lww 
demonstrated to other 
unions, that his cost-cutting 
agenda is not n e g otiable 

Analysts express reserva- 
tions, however, about Mr 
Ay ling's conduct of the dis- 
pute. One concern is 
whether he was unnecessar- 
ily confrontational in his 
conduct of the strike. His 
threats to dismiaq staff who 
went an strike did not work; 
although only 300 cabin crew 
went on official strike, more 


than 2,000 took sick leave 
instead — causing disruption 
which lasted for several 
weeks after the union’s 
three-day walkout. 

The threats also turned 
many moderate cabin crew 
staff against Mr Ayling. BA 
managers a dmi t that morale 
among cabin crew is now 
poor. As cabin crew are 
responsible for maintaiwi^g 
the airline’s reputation for 
customer service, this could 
be damaging to the compa- 
ny's future. 

Another City concern is 
whether this settlement rep- 
resents a genuine improve- 
ment in industrial relations. 
Relations between BA and 
Bassa, another cabin crew 
union at the -airline, have 
been poor for years. Bassa 
has also frequently clashed 
with Cabin Crew ®, a rival 
union within the anting 

A committee , to discuss 


long-term r elationships will 
be set up, comprising- repre- 
sentatives from BA, the 
TGWU and Cabin Crew 89. 
Analysts will be looking for 
evidence that promises made 
by BA and the TGWU that 
they have established a mere 
harmonious framework ram 
be fulfilled. 

Much will depend on how 
quickly employee morale 
can be improved. If customer 
service is restored, many 
observers will regard Mr 
Ayfing's tough approach has 
having been vindicated. But 
Bassa’s position has been 
enhance d by the swift finan- 
cial impact ctf the dt qm tp on 
BA, and. the level ctf public 
support for its members. 
Such an outcome was never 
Part of Mr Ayfing's battle 
pirn 

t Andrew Bolger 
Michael Skapinker 
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I t haa been an especially 
stteky summer far the Rev 
Henry J. Lyons. For most a£ 
' hiee ™onths the 
^ the National Baptist: 

•.SJH?. ^ Ingest black 
church group m the US. has been 

unwelcome atten- 
tion from the media. 

uwnai near one of the smartest 
bew-hes on Florida’s Gulf coast 
had been burned. The alleged 
ajj^dst vras bis wife. Deborah. 
£5° fritiany told police she had 
been unhappy that her husband 
wared the house with a 40-year- 
old female assistant. Bernice 
Edwards. But she has since 
denied arson and says the fire 

was an accident. 

.^within days, the’ press in 
Tampa had uncovered a good 
.teal more about Sir Lyons. In 
addition to the house, he and Ms 
Edwards, it seems, co-owned a 
1B87 Rolls-Royce and a 1996 Mer- 
cedes, valued at about $135,000. 
Ms Edwards, apparently, bad an 
appetite for expensive jewellery. 


Illustration of the racial divide 


Another thing she had was a 
criminal record, having once 
pleaded, guilty to charges of 
embezzlement This had not 
stopped Mr Lyons paying her 
$440,000 in commissions for her 
consultancy work for foe conven- 
tion. 

, Last week, there were more 
allegations. Another newspaper 
claimed that money Mr Lyons 
had received from charities fear 
the restoration of black churches 
burned last year, had not gone 
where it was supposed to. 

The Anti-Defamation League 
and the National Urban League, 
civil rights groups, gave the 
preacher $225,000 for foe rebuild- 
ing of churches in the south, 
reported the Tampa Tribune, ft 
said Mr Lyons thanked the 
groups and said foe money would 
be distributed to seven churches. 
But last week, the newspaper 
reported six of foe churches said 


DATELINE 


Washington: There 
is a mistrust of the 
media - and not 
just among black 
people, writes 
Gerard Baker 


they had received a fraction of 
the money or nothing at aQ. 

Criminal investigations are 
continuing but Mr Lyons denies 
the allegations. He says his rela- 
tionship with Ms Edwards was 
entirely professional, and be has 
no knowledge of mi«ting monies, 
although he does confess to a 
small degree of ffrnanrtai misman- 
agement which he attributed to 


sloppy book-keeping. But in spite 
of his spirited defence, the skids 
seemed to be firmly under him 
when he went to the National 
Baptist Convention’s annual 
meeting in Denver two weeks 
ago. A motion of no confidence 
was tabled and a debate ensued. 

After a tumultuous session, in 
which Mr Lyons pleaded for the 
understanding of his fellow min- 
isters, they voted overwhelm- 
ingly not to oust him. The mood 
was described by participants as 
forgiving Mr Lyons had, said one 
of the ministers, successfully 
“appealed to the long-standing 
tradition of redemption in the 
black community". 

But a spirit of generosity was 
only part of foe explanation for 
the remarkable reprieve. There 
was sympathy for Mr Lyons - for 
the pillorying he had received in 
the local and national media, and 
anger at what was seen as 


another case of racial harass- 
ment. For some, the case brought 
to mind other high profile inci- 
dents in which ordinary black 
Americans have come to the 
defence of what at first seems the 
indefensible - O.J. Simpson, 
acquitted of murder by a predom- 
inantly hlarfr jury, to the d elight 
of most black Americans; Marion 
Barry, foe mayor of Washington, 
re-elected in triumph after his 
conviction for cocaine possession. 

In all these cases the accused 
(or In Mr Barry’s case, the con- 
victed) have been portrayed as 
victims of police harassment. 
Most of the comment in the 
national media on Mr Lyons' case 
has been along these lines - that 
it represents another troubling 
illustration of foe racial divide. 

Although the forgiveness 
shown to Mr Lyons by black 
people to the incredulity of 
whites is doubtless part of that 


pattern, there is a broader lesson 
for the media that does not fit 
neatly into this racial picture- 
There is a widening mistrust of 
much of what appears in newspa- 
pers and television, not just 
among black people, but among 
the white population too. 

This of course, lias always been 
true, but it Is as though the con- 
stant diet of crime and scandal 
that appears on American televi- 
sion and in most newspapers has 
inured the viewer or reader to its 
si gnifican t, and led them to 
treat it all as highly suspect 

President Bill Clinton’s con- 
tinuing popularity is testimony 
to this mistrust In spite of the 
relentless stream of allegations of 
financial and sexual misconduct 
against the president, his 
approval ratings remain 
untouched. 

It even seems to be the case 
that Mr Clinton has won sympa- 


thy for the battering he has 
taken. Vice-President A1 Gore has 
found himself in the same predic- 
ament He too has been the sub- 
ject of allegations in the past few 
weeks about dubious fund-raising 
activities; yet a majority of 
Americans believe him to be 
“honest” according to an opinion 
poll published last week. 

Scepticism of press reporting 
has two consequences - one ben- 
eficial, the other less so. The 
good news is it seems likely to 
lead to a slight diminution of 
press interest in the less egre- 
gious aspects of foe private lives 
of public figures. If people do not 
believe them, their market value 
to editors is diminished. 

The worrying aspect is this: 
a«wming- the press has a good 
case, it is hard to see what a 
public figure has to be accused of 
f nr ' him or her to be forced out of 
office. The press still provides an 
imperfect but, especially in the 
US, effective form of political 
accountability. If that disappears, 
the prospects for good gover- 
nance are markedly diminished. 


The Monday Profile: Ed Jensen 

Smart with the cards 


E d Jensen, chief executive 
of Visa International, 
does not like writing 
cheques. It is too much 
like helping the competition. 
“Our biggest competitors today 
are cash and cheques,” he says. 
“That's where the biggest oppor- 
tunity is." 

Further, it is a global opportu- 
nity. Visa operates in over 240 
countries and it wants to build 
-its share of total -transactions in 
all of them. Mr Jensen's plan is 
to use its status as by far the 
world’s biggest financial services 
brand as a springboard to do this 
To ram home the point. Mr 
Jensen last week chaired a 
“round table” for media and ana- 
lysts in New York. Involving the 
presidents of all Visa’s global 
regions, it was an unprecedented 
event 

Visa, a non-profit association of 
21,000 hanks run from San Fran- 
cisco, has a history of being 
deliberately anonymous, allowing 
its member b anks , and its ubiqui- 
tous brand, to be its spokesmen. 

Mr Jensen. 60, arrived at Visa 
three years ago after an eclectic 
career which took in the army, 
working for Dole, the fruit pro- 
ducer, in Hawaii, and for Techni- 
color in Los Angeles, as well as a 
long stint in hawking , is soft spo- 
ken and intense. He tends to 
avoid the hyperbole that would 
normally come from running a 
business . which handles more . ; 
foah"$L006bna'year. ' .' 

But his message throughout 
was clear, and expressed aggres- 
sively. Visa now accounts for 57 
per cent of the money spent an 
all-purpose cards globally, and 
seems confident of its dominance 
over competitors such as Master- 
Card, the rival hanking associa- 
tion, and American Express, ft 
has doubled its volume and 
increased its lead over competi- 
tors during Mr Jensen’s tenure. 

Now the aim is to put Visa at 
the centre of a greater share of 
transactions, double its volume 
again in the next three years, and 
ensure emerging on-line and 
smart-card technologies do not 
loosen the grip of member banks 



over the transaction mechanism. 

Banks have been jumpy about 
this issue since Bill Gates, head 
of kficrosoft, referred to them as 
“dinosaurs” In a speech three 
years' ago. The worry is software 
or telecommunications providers 
could “disintermediate” global 
payment systems, exerting con- 
trol currently belonging to banks. 

Mr Jensen says: . “There are 
many threats to processing, and 
there are many organisations 
which have the opportunity to 
disintermediate the payment 
systems. It’s part of our role to 
make sure they don’t" 

The internet is crucial to this. 
“Visa provides the natural 


enabling vehicle for transactions 
over the web already. If there 
were no payment cards, and no 
bank accounts connected to 
cards, it would be very difficult 
to bny anything on the web.” 
Joint ventures, such as with 
Yahoo!, the internet search pro- 
vider, are geared to ensuring this 
contfrmes. 

“Smart" cards - cards with 
embedded microprocessors - 
could also change foe rules or foe 
gamo Mr Jensen this the 
“bank in your pocket". 

Smart cards have not caught 
on in the US and Mr Jensen sug- 
gests this is because of the avail- 
ability of cheap, reliable telecom- 


munications. Tr ansac tion s can be 
easily verified using a magnetic 
stripe and phone line. 

Visa’s strategy is to use chip 
cards to help developing nations 
to “leap-frog” magnetic stripe 
technology. Last week it 
launched the “Roskart” for a 
pilot in St Petersburg, Russia, 
run by Inkombank. Once mer- 
chants have been provided with 
readers for cards, they have no 
need for telephone lines because 
foe chip carries the authorisation 
they need at the point of sale. 

The same logic is being applied 
across the developing world. A 
card issued with McDonald’s in 
Argentina is a further attempt to 
move into foe market for small 
t ransactions where raah is domi- 
nant. Mr Jensen argues that rhip 
cards, unlike magnetic stripe 
cards, have the chance to be safer 
and more convenient 

Co-ordinating Visa across the 
globe, given national differences, 
is difficult and requires decen- 
tralisation. “Visa is a federation. 
Ranh region and each board has 
significant authority. They can 
market differently, they can have 
different slogans and different 
advertising, but the brand must 
always be in line.” 

In the US. where most consum- 
ers use Visa to barrow, it has a 
commercial in which Bob Dole, 
last year’s Republican presiden- 
tial candidate, asks, to pay with a 
cheque and Is told he needs to 
produce ID - a powerful campaign 
to emphasise foe Visa debit card. 

In continental Europe, almost 
exactly the opposite applies. Visa 
is traditionally used solely as a 
debit card, and the aim is to 
increase the proportion of 
accounts which are used to bor- 
row. This would be at the 
expense of consumer lending 
businesses, which tends to 
require extensive paperwork. 

But cash is the big enemy. 
“When I can go out of a hotel and 
tip the porter using a Visa card 
and he’ll accept it, that’s when 
well have succeeded.” 

John Authors 


FT GUIDE TO: 


POOR COUNTRIES’ DEBT 


The problem of poor countries’ debt wifi once 
again be cm foe agenda of the International Mon- 
etary Fund and World Bank at their annual con- 
ference in Hong Kong this month, as well as at 
foe Commonwealth finance ministers’ meeting in 
Mauritius. Which are the most indebted coun- 
tries, and how much do they owe? 

Most of the 41 countries classified as heavily 
indebted are In sub-Saharan Africa (SSA), includ- 
ing 25 of the 32 countries rated as severely 
indebted. In 1962, SSA owed $3bn (£i.8bn). Twenty 
years later it had reached $242bn. Today it's about 
$235bn - or 76 per cent of GNP. The most heavily 
indebted countries are: Nigeria ($35bn). followed 
by Cfrte d’Ivoire ($l9hn) and Sudan $18bn). 

Latin America's debt is much bigger - about 
$650bn - but the nature of its problem has been 
very different Meet of its 1980s debt was owed to 
commercial banks, and a series of relief agree- 
ments and stronger economic growth combined to 
make it more manageable for all but a few coun- 
tries, including Nicaragua, Bolivia and Guyana. 

Are the African countries able to pay? 

No. Hie region’s debt service ratio - debt repay- 
ments as a percentage of exports - was 236 per 
cent in 1996, or 76 per cent of GNP. 

Who are the creditors? 

Unlike Latin America. Africa owes more than 
two-thirds of its debt to foreign government and 
multilateral lenders. Multilateral lenders - includ- 
ing the IMF, the World Ranlc, and the African 
Development Bank - account for 32 per cent of 
the debt; governments are owed 42 per cent, and 
private lenders, mainly commercial banks, 
account for the balance - 26 per cent 

So how much is Africa r epa yin g? 

It varies from country to country, but in effect 
governments have limited payments to between 
25 per cent and 30 per cent of export earnings. As 
a result, arrears are rising rapidly - from $L2bn 
in 1980 to $43bn in 1996. 

When did foe problem start and how did it 
happen? 

Many developing countries borrowed heavily in 
foe 1970s and early 1980s, encouraged to do so by 
western lenders, including export credit agencies. 
They soon ran into problems: low growth in 
industrialised economies, high interest rates 
between 1975 and 1985, the oil price rises, and 
falling commodity prices. Terms of trade also 
deteriorated. On an index of 100 in 1985, it had 
fallen to 60 by 1993. But Africa’s market share of 
its main exports - cocoa, coffee, tea, palm oil - 


has been declining. Had it kept its shar e, it would 
be billions of dollars better off. 

Internal factors include what the IMF calls 
“debtor countries' indiscretion in the utilisation 
of funds” - which means the loans were not put 
into investments that could yield adequate 
returns to service foe external debt. 

What has been done to deal with the problem? 

A combination of rescheduling agreements and 
highly concessional lending from the World Bank 
and foe IMF. Since 1988, foe Baris Club of govern- 
ment creditors has approved a series of debt relief 
initiatives which have attempted to lighten the 
debt burdens of the poorest countries. 

Meanwhile the World Bank was lending more 
through its concessional lending arm, foe Interna- 
tional Development Agency - loans up to 50 years 
without interest but with a % per cent service 
charge. 1 -ending has risen from $424m in 1980 to 
$2Abn in 1994, plus a further $928m through the 
African Development Bank. The IMF has also 
introduced a soft loan facility conditional an wide- 
ranging economic reforms. 

Did this solve the problem? 

In spite of rescheduling, the debt continues to 
outpace the poor-performing African economies’ 
capacity to service it - although without these 
measures foe debt burden would have been much 
worse. Arrears continue to rise as does the total 
debt Meanwhile, the debt owed to multilateral 
lenders - which do not reschedule - has grown. 
The amount owed by African countries to the IDA 
has risen from $2£8bn in I960 to $25.l6bn in 1994. 

How is this being tackled? 

The World Ranlc and IMF agreed this year on a 
plan to reduce the debt burden of 19 highly 
Indebted poor countries to what they call sustain- 
able levels. Uganda was first to benefit and will be 
followed by Bolivia. Burkina Faso, Mozambique 
and Guyana. Cdte d’Ivoire will be eligible once it 
has agreed policy reforms with the IMF. 

What have African governments been doing to 
tackle the debt burden? 

Over the past 10 years they have introduced eco- 
nomic reforms - market-driven exchange rates, 
trade liberalisation, reduced exchange controls, 
and begun to privatise. For the first time in many 
years, forecast annual gross domestic product 
growth of 4 per cent or more is outpacing the 2.8 
per cent population inc r ease but most African 
countries remain unable to service external debt. 


Michael Holman 



Robert Chote • Economics Notebook 


Risks outweighed by gains 

Multinationals are bringing spillover benefits to developing countries 


Multinational enterprises play 
an important and growing role 
in the global economy. They 
account for a fifth of the planet’s 
production of goods and services, 
a third of world trade and much 
of its research and development 
activity. Sometimes seen as a 
sinister threat to national sover- 
eignty, the presence of multi- 
nationals is increasingly recog- 
nised as a boon to development. 

Global production contributes 
directly to incomes and employ- 
ment in the countries in which it 
takes place. In China, foreign 
companies are responsible for up 
to a third of the country’s invest- 
ment and 15 par cent of indus- 
trial production and taxes. Multi- 
national companies also tend to 
be more productive, pay higher 
wages and conduct more interna- 
tional trade than local firms. 

But, as a recent World Bank 
report emphasises, the presence 
of multinationals also brings 
spillover benefits that improve 
the "quality” of local labour, 
management and technical 
know-how*. These are all crucial 
in allowing developing countries 
to catch up with ; the economic 
performance of richer nati ons. 

Several factors have powered 
the trend towards global produc- 
tion. Among the most.important 
has been the lowering of tamers 
to trade and investment in the 
1980s and early 1990s. Industrial 
country tariffs - on industrial 
goods were reduced to 6-7 per 
cent by the early 1990s and they 
will feU to less than 4 per cent 
courtesy of the Uruguay Bound. 
The coverage, of non-tariff barri- 
ers is aim expected to decline, 
while restrictions on cross- 


border investment are falling. 

-Lower transport and communi- 
cation costs have, also helped, 
malrfng it possible to spread pro- 
duction across natfonai borders 
even for goods with a relatively 
low unit value. For example, the 
falling cost of air transport 
allowed cut-flower production to 
be relocated from the eastern US 
to Colombia from foe mid-1970s 
onwards. Colombia is now the 
second largest exporter df cut 
flowers in the world, accounting 
for 10 per cent of the market. 

Cheaper and better communi- 
cations also make it much easier 
to co-ordinate production and 
distribution in distant locations. 
The cost of international tele- 
phone calls is falling in both 
industrial and developing coun- 
tries, adjusting for inflation, 
while fibre optic and satellite 
networks can carry much more 
information than they used to. 

Both these factors help to 
explain why production is dis- 
persed more widely throughout 
foe world than it used to be. But 
they do not explain why so much 
is conducted through multina- 
tional companies rather than by' 
arm’s length trade between 
legally independent companies. 

The World Bank report argues 
this is because technologically 
sophisticated and differentiated 
products are becoming more 
important in world trade. 

“For such products the com- 
petitive strength of firms tends 
to lie in the possession of highly 
specialised Intangible assets, 
such as knowledge about how to 
produce cheaper (8- better qual- 
ity products at given input 
prices, ability to innovate, spe- 
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rial slriUs in desi g n , styling, pro- 
motion, marketing oar sales, or 
possession of a trademark or 
brand with a strong customer 
following,” it says. “Firms tend 
to find tt easier and more profit- 
able to use these intangible 
assets, usually developed over 
many years, in-house, rather 

than sriling or lic ensing them to 

other firms at aim’s length.” 

The value-added output which 
multinationals contribute out- 
side their home countries is esti- 
mated to have risen by two- 
thirds over the last 25 years, 
from <E5 to 7.5 per cent of world 
output The share of developing 
co un try output it accounts for is 
almost as high at 6.3 per cent 

The debt crisis saw some mul- 
tinationals retreat from develop- 
ing countries in the 1960s. But 
the boom in foreign direct 
investment in the early 1990s has 
helped ' to reverse this trend. 




Over the last 25 years foreign 
direct investment has been on an 
upward trend in industrial and 
developing countries alike, but 
movements have been volatile. 

As with capital flows gener- 
ally, the vast bulk of foreign 
direct investment has been con- 
centrated in a relatively small 
sample of countries. Nine coun- 
tries received 90 per cent of for- 
eign direct investment flows into 
developing countries between 
1990 and 1995! 

Foreign direct investment does 
not seem to crowd out domestic 
investment Movement of man- 
agers and employees helps 
improve the quality of human 
capital in destination countries, 
while overseas parents bring 
knowledge of marketing and 
world markets. This was impor- 
tant in encouraging the indige- 
nous firms of Hong Kong and 
Taiwan to become more export- 


oriented in foe 1960s. Foreign 
firms also make alliances with 
local suppliers, encouraging pro- 
ductivity improvements that 
bring spillover benefits. 

Quantifying spillover effects is 
not easy. The World Bank calcu- 
lates that each percentage point 
share of foreign direct invest- 
ment in national output is asso- 
ciated with an extra 0.3 to 0.4 per 
cent annual economic growth. 
But it is Impossible to say 
whether investment encourages 
growth or growth encourages 
investment. Probably both. 

Not surprisingly, the study 
argues that developing countries 
should do what they can to 
encourage multinationals. This 
includes removing trade and 
investment restrictions, promo- 
ting domestic competition and 
privatisation, improving infra- 
structure and investing in basic 
education. 

Judging from the experience of 
countries such as Ireland, it 
seems to underestimate the 
potential of tax breaks, while 
rightly warning about the dan- 
ger of beggar-foy-neighbour tax 
cutting. 

Foreign direct investment is 
clearly more stable and less 
potentially disruptive than short- 
run capital flows, but there is 
growing evidence that it can be 
destabilising if parent companies 
borrow domestic currency 
against their fixed assets and 
switch into foreign currency. 
The benefits nonetheless out- 
weigh foe risks. 

*Gtobol Surname Prospects and 
the Developing Countries, World 
Bank, Washington DC 
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gushed the woman when the reeitai was over. 
I’d give half my life to be able to play like that. 
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Madam,” responded the pianist with a little bow, 
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A sense of belonging 

Victoria Griffith on the reasons why many US women are abandoning corporate life 



W hen Cathy Minehan 
began her career at 
the Federal Reserve 
Bank of Boston she 
was bored to tears by the small 
talk. When staff got together the 
chatting usually centred on the 
previous night's football or base- 
ball scores. 

Things have changed now that 
she is in her third year as the US 
bank's chief executive. “Under 
me, we’ve hired a lot more 
women, and we're more likely to 
talk about the latest sale at 
Bloomingdale's [the retail chain] 
than sports." she says. 

Discomforts as subtle as those 
Ms Minehan experienced usually 
fall outside corporations' radar 
screens. But over time they may 
be enough to drive women out of 
an organisation. Such an exodus 
does appear to be taking place: 
executives are beginning to 
speak of a "brain drain" of tal- 
ented female managers from cor- 
porations. 

Most women are not leaving 
work to stay at home and bring 
up children, believes Rosabeth 
Moss Ranter, consultant and pro- 
fessor of management at Harvard 
Business School "Even if that's a 
consideration for some women, 
it's at most a question of a tem- 
porary break until the kids reach 
school age." she says. Instead, 
evidence is mounting that grow- 
ing numbers of women are aban- 
doning corporate life to start 
their own businesses. 

This move by women is likely 
to be confirmed in January by a 
study from the research organisa- 
tion Catalyst. Existing figures 
already show that, between 1975 
and 1990, women in the US 
started businesses at twice the 
rate of men. The start-ups, more- 
over, were increasingly in tradi- 
tionally male-dominated areas 
such as financial services and 
high-technology. 

Reasons behind the trend are 


illustrated in a newly published 
book by Dorothy Moore, profes- 
sor of business administration at 
the Citadel military college, 
South Carolina.* She interviewed 
129 female business owners 
across the US and concludes that 
most women reject the corporate 
environment, not because of bla- 
tant discrimination, but because 
of a vague but deep-seated sense 
that they do not belong. 

US corporations want to be 
viewed as good places for women 
to work. They vie to be rated by 
Working Woman magazine as 


among the best companies for 
female employees. Several for- 
mally recruit equal numbers of 
women and men to executive pro- 
grammes, and family-friendly pol- 
icies, such as corporate daycare 
and generous maternity leave, 
are becoming more common. 

But in spite of these efforts, 
women have felled to penetrate 
the top levels of the corporate 
world. Although 47 per cent of 
the US workforce is female, just 
1.9 per cent of the top earners at 
Fortune 500 companies are 
female, according to Catalyst 


Even more discouraging, prog- 
ress may actually be slowing. 
"We expect our next set of num- 
bers to show little or no increase 
in the number of women on For- 
tune 500 boards," says Sheila 
Wellington, president of Catalyst 
"Many already have one token 
woman, and see no need to add 
another.” 

Corporations' lack of success at 
holding on to female executives 
may simply be because they are 
barking up the wrong tree. 
Options such as job-sharing and 
company day-care - targeted pri- 
marily at women - may be nice 
perks, but Ms Moore's research 
indicates that female manag ers 
are far more concerned about a. 
lack of decision-making power 
and inadequate access to com- 
pany information. 

Ellen Knapp, chief knowledge 
officer in New York at Coopers & 
Lybrand. the accountancy firm, 
agrees. “The difficulty that 
women face in tapping into infor- 
mal information networks at a 
corporation is very subtle. They 
are not officially shot out. But a 
lot of the conversations about 
what's going on in a company 
happen in places women are not 
likely to frequent, like the bar 
next door to the office or at a 
friendly golf game over the week- 
end.” she says. 

Although stemming the brain 
drain is difficult, women execu- 
tives contend it can be done. 
Under the leadership of Ms 
Knapp. Coopers & Lybrand has 
launched a number of pro-women 
initiatives addressing power in 
the workplace. One is a top 100 
female executives dob. 

"We invite promising women 
managers to join this dub, and 
it's been very successful,” she 
says. "It’s not easy to get in, so it 
gives them formal recognition, 
and every woman in the dub is 
assigned a ‘mentor’ - a high-up 
female executive to give them 


advice and help guide their 
career." 

As heads of companies, women 
are not immune to the discom- 
forts of operating in a male- 
dominated economy. One of Ms 
Moore's Interviewees, who ran an 
exercise equipment company, 
hired a male marketing manager, 
who die would send to meetings 
when she perceived the client 
would feel more comfortable 
dealing with a man 

Yet contact with clients is usu- 
ally less frequent and less inti- 
mate than with corporate col- 
leagues. Women entrepreneurs 
also find support by tapping into 
networks of female business own- 
ers. Membership of organisations 
such as the Partnership of 
Women Entrepreneurs and the 
National Foundation for Women 
Business Owners has been rising 
steeply in recent years. 

Ironically, the tough ciimh up 
the first rungs of the corporate 
ladder often trains women to suc- 
ceed as entrepreneurs more than 
it does for men. Andi Gray - who 
worked lor Xerox, the printing 
group, and Carlson, the hospital- 
ity concern, before starting her 
own consulting company - 
believes this is the case. 

She says to succeed as a female 
manager she was forced to take 
more risks than her male col- 
leagues. "The need for risk- 
taking that was instilled early on 
made me better suited to start 
my own business,” w^ piflinR Ms 
Gray. “And my feeling of being 
shut out gave me the will to 
do it" 

•Women Entrepreneurs : Moving 
Beyond the Class Ceiling, by 
Dorothy Moore, published by Sage 
Publications in the DS ($19.95 
paperback. $46 hardback) and the 
UK (£16.50 paperback, £38 hard- 
back). Available firm FT Book- 
shop by ringing FreeCall 0500 500 
635 (UK) or +44 181334 5511 (out- 
side the UK). 


Expose meaningless business jargon and win £500 

If you ham gobbtedegook, and want to further the causa of ptain English, enter a competition being run by 
the RnandaJTlmes and the Management Consultancies Association. ' 

Thfeta your chance to get your own bad* on your professional advisers. At the same time, you could - 
convert with a cflp of the scissors, the annoying rubbish in your in-tray, into a £500 prize. 

Wa are looking for examples of Jargon, gobbtedegook. and absurdly contorted prose from letters, reports, 
proposals, brochures, promoti on al material, boohs and so on, pubSshed over. the last year. 

Entries can be the woric of any business or professional advisers, Indutftig: 

8^ Manag em ent consultants 
•.Lawyers 
0k. Accountants 
0» Bankers 
UU-Business guns 

To enter the competition, simply fin in the form on the right (photocopies accepted] enclosing an example of 
the worst gobbtedegook received by you or published since September 1 1996. No VKSvidua! may submit 
more than one entry. Examples must be in the EngSah language and should be no longer than 300 words. 
Bibles must be racahmd by October 17 1997. The three top entries w9 receive a cash prize of £500 . 
each and a coflection of the best cocamptos wffl be pubfiahed in the Hnandal Times to November. 

Rides 

1 Entries must be In the Enflfah language, not exceeding 300 words md have been published since Sept 1 1996. 

2 Entries must dearly demonstrate the originator. , 

3 No Indvtdual may submit more than one entry. 

4 The name of the submitter must be entered on Bib entry farm but wM not be publlcty J e c kaad If the box 
has been ticked. 


Financial Times/Management Consultancies Association 


t 


Business Jargon Competition 

Entry form 


Entries must be received by Friday October 17 1997 

The Com petition Administrator 

The FT/MGA Business Jargon Competition 

11 West Halldn Street 

London SW1X8JL 


Name of sender 





On (enter date) 
Important - 




If you do nbfwteh yow name to be associated 
puhfidy with titie -submission, ptease tick thtebox 


1 _ _ _ ___i - 





More pwaonal approach: Adrian Wtcfw** 


and Nick Maher 


PARTNERS 


[Iitchenor Maher 



Nick Maher; 36. • 
and his partner, 
AdrianEitchenor, 


I financial 
recndanent 
agency, Eitchenor 
Maher, in Leeds m 1992. Three 
years idier they opened a second 
officein Manchester. 2h Mag this 
year they launched a subsidiary. 
, \ccduntabfflty, which sp ec i ali ses 
in nqnflfl^ifledfinarudaL - 
app o i nt me nts. . TTtehr’annual 
turhaoerisSSm. ■ 

Nlcfc “Uke a lot of graduates, 
Adrian and I fell Into . . 

- Teenritment because we . 
couldn't find anything^Ise to 
do. Instead of moving on, we - 
got hookect on 'Che enormous 
variety of scenarios. It’s a great 
platform for setting up your 
own business because yen get 


of business. Oire minute F1I be 
wsl&faig arosnd a sausage 1 
factory? the next I'D- be talking 
to aVEaitttreu^pitaltst. 

' Before starttog on oar own 
we cfidlS months offresearch so 
we coidtf identify a. gap id the 
market. WeTooew from - 
experience tbatttwasabums 
oh seatssector with tittle - 

sensitivity towards thecUent • 
Oar initial idea was to brihg a * 
inure personal approach to - ’ 
re c ruitm ent, although we didn’t 
envisage the length ofttmeit - 
would take ns or the level of 
fcost&ityfroni oarfanner 
gta^oyen. 3Jhey7»eJd a meeting 
.“With their senior staff and told 
them to put ns ont of bnstness '■ 
within sixmonths. - ' 

At Sjrsfc we/were frightened to 
death -of .ttieoompetitfon but - 
Ttfth: hindsight tt marte ns more, 
motivated to prdve everyone . ; 

wrang. ARhosgb our rivals • 

.were tenge, established .. 
companies, the people Adrian .' 
aodi were namp ^Hn g a gains t' 

were yoang and inexperienced. 

IE took about two years of ' 
sufiotis networking before the 

business took off, yet we never 

regretted making the move: . 


Working for yourself even 
when you’re completely broke 
is better than being overpaid 
and having no say.” 

Adrian: “Large corporations 
put a lot of effort into 
recruiting the right people, 
which is one of the reasons oar 
industry keeps growing. It’s no 
longer considered healthy to 
stay in the same job for 20 odd 
years - employees like to see a 
variety of experiences and 
hopefully get some fresh ideas. 

One of the things that 
motivated Nick and me to start 
our own business was the 
desire to reward our staff- We 
both disliked the lack of 
generosity at oxxr old company 
so from the start we set ont to 
pay better than onr 
competitors. Most of onr staff 
have their home telephone bills 
pa id by ns, as well as a 
' subsidised gym membersbip- 
Too many companies 
reprimand for poor 
performance, yet forget to 
reward when employees reach 

their targets, which is one of 

the reasons we’ve got a proper 

appraisal system. 

When we first started, we 

recruited a couple of people 
-who didn’t quite fit but decided 

to give them a go, which was a 

big mistake- If yon have a gut 

feeting that someone isn’t quite 

right far a role, then it’s best 

not to employ them because 

time wQl only prove you right. 

Nick and I are highly critical 
wizen it comes to getting staff 
because we are a service 
business. It's important we 
don't waste our client’s time by 
being dishonest- If someone 

wants a newly qualified 

accountant with a good 
academic record then that's 

who we’d put forward. Too 

many recruitment companies 
try talking clients into taking 
on unsuitable candidates 
because they don’t invest time 
getting to know them.” 

Fiona Lafferty 


INCLUDES A NEW RANKING OF 
FTSE 500 COMPANIES BY TOTAL 
SHAREHOLDER VALUE 


FINANCIAL TIMES 
Finance 

Providing essential information and objective analysis for the global financial industry 

Q: Who benefits from Shareholder value? 
A: Shareholders, employees and customers 
How can your company benefit? 

Shareholder Value, a brand new management report from FT Finance , presents 
the issues around shareholder value techniques objectively in clear, non-technical 
language. The report explains how shareholder value can: 

a increase your company's competitiveness in today’s global markets 

• enable you to appraise corporate performance, set renumeration 
packages for managers and analyse strategic options 

• provide a financial measure of your management methods. 

Shareholder value has benefited companies like Coca-Cola, Disney, 

Boots and ICL 

Order this report now to find out how shareholder value can benefit you! 
Published July 1997 Price £395/US$675 


> Includes illustrations from Daimler Benz. Boots and Lloyds TSB 


FT Finance, Maple House, 149 Tottenham Court Road. London, WIP 9LL UK 

HOW TO PAY 

O Please debit my nwtii rani: 

VISaD MASTERCARD n AME*n DINERS □ 

Curd No: I IIMIIIHIMITTl 
Eipfrore rrm 

Q ] enclose ■ dope made parable io | 

FT finance tor the sum of ESUSS I 

□ Please inrotce me for die fun me (to be billed in £ Sterling) 

EU c o iuynai es (except UK) oast supply TV VBTW/MOMV 
MWST/IVA/FFA number to avoid ertns charges. 


Signature Dae 


ORDER FOR M 


Tel: +44 {Qj 171 8% 2698 Fat +44 (01 171 896 2274 



□ Please send me futtber mionnaDoo 

Thr atona** you pnnvfc *41 be ketd oa ovMb n) my te un! la 
keqi joo (afumnl N oar mf <u a m l» l tanyun praton nd to 


Beware: visions and values 
can damage your company 



Lucy Keliaway 


S trong corporate visions can 
damage your company. Busi- 
ness leaders should strive 
not to be strong but to be 

weak. 

These views are a travesty, an out- 
rage. They go against the command- 
ments that every idiot now accepts. 
Companies shonld have strong 
visions! Visions must be communi- 
cated clearly to tbe workforce! 
Everyone must “buy into" them! Set- 
ting and communicating a corporate 
vision is a vital job of the leader! 
And so on . . . 

Yet when I came across tbe con- 
trary view in the more than respect- 
able Business Strategy Review of the 
London Business School. 1 rejoiced. 
The very idea of visions - and mis- 
sions and value statements and all 
the rest of it - has always made me 
feel uncomfortable. The jargon is 
repulsive and tbe idea of distilling a 
complex pragmatic world of business 
into a few sentences has always 
seemed a peculiar thing for anyone 
to want to do. 

Yet Charles Schwenk. the author 
of the article and a professor at Indi- 
ana University, goes further and 
argues that a powerful vision can 
actually do damage. 

The worst thing that a leader can 
do is to draw up such a vision and 
communicate it clearly. He compares 
a strong vision thrust down the 
throats of the workforce by a strong 
leader as akin to what happens in 
communist regimes. Imposed values 
destroy dissent and discussion. 
Strong leaders are not to be trusted, 
he says. What we need Instead is 
“weaker" leadership. 

Unfortunately, the article does not 
fulfil its initial promise as a celebra- 
tion of pleasant, wimpish managers 
everywhere. Instead it deteriorates 
into an academic treatise on the 
nature of disparate teams and new 
models for decision-making, all of 
which seems a long way from the 
real corporate world. 


Still, there is a lesson here. There 
are no absolutes In management No 
conventional wisdom stays conven- 
tional for long. If you don’t like the 
current fed, don’t worry. Some aca- 
demic somewhere is working on a 
thesis that will turn It on Its head. 


According to Mark McCormack, the 
international giant in the field of 
human motivation, companies 
should benchmark their employees 
against each other. Within his own 
company employees are apparently 
required to benchmark their perfor- 


mance against that of their boss, Mr 
McCormack himself. “Every month I 
distribute to our entire company my 
travel itinerary,” he says in the FTs 
latest Mastering Management 
Review. “When your monthly itiner- 
ary says Tokyo, Hong Kong, Los 
Angeles, New York. Paris, New York 
and London, it makes people wonder 
if maybe they should be getting out 
and around a little more.” 

A marvellous idea, no doubt, but I 
tremble at the thought of it catching 
on here. My own monthly travel iti- 
nerary: “Waitrose. Financial limes. 
Home. Waitrose. Financial Times. 
Dentist. Home ..." 


Most of Mr McCormack’s other 
benchmarking tips sound equally 
terrifying. When someone in his 
organisation has done a good job. he 
sends them a letter of congratulation 
which he then copies to several 
dozen employees who, by implica- 
tion, are not doing so well. “It’s 
a m az ing how quickly people pick up 
this message,” he explains. “Con- 
sciously or not, they are benchmark- 
ing themselves against the object of 
the boss’s praise.” I wonder if they 
are also making effigies of the object 
of his praise, and cold-shouldering 
him or her to the office canteen. 

He also recommends that people 
who have behaved badly should be 
carpeted to public. 

How I agree with this. I do enjoy a 
public flogging. However, I won’t 
pass on these tips to that nice Mr 
Schwenk. I have a feeling he would 
not approve. 


An interesting new book has just 
been published called Business Pro- 
cess Implementation - Building 
Workflow Systems. Inside are lots of 
flow diagrams and chapters called 
t hing s like The Business Interaction 
Model Phase. The authors of this 
fine volume: Michael Jackson and 
Graham Twaddle. 


Theodore Goddard, the City law 
firm, has got Its newly hired PR firm 
to write to journalists suggesting 
that when they want "a quote, 
soundbite or even a feature from a 
top lawyer”, they should call the 
guys at TG. I realise that profes- 
sional Anns are increasingly eager 
to get their names Into the papers, 
but this is going it a bit Soundbites 
from a lawyer? Sorely a contradic- 
tion in terms. When something has 
been hedged around, and qualified, 
ft scarcely counts as a soundbite. 


'''You're not my (cind of ivimp, -jemms" 
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BUSINESS EDUCATION 


How do business schools balance the books? Della Bradshaw investigates 

Searching for a pot of gold 


NEWS FROM 


CAMPUS 


L ondon Business School has 
launched its largest ever 
capital development cam- 
paign in a bid to raise 
t0 expand its teaching, 
aorary and accommodation fecni- 
ties, For LBS and most other Euro- 
pean schools such a. move is hie ■ 
news. To many American business 
schools such capital development 
programmes are commonplace. 

Lagging behind their us cohn- 
terparts in many areas of manage- 
ment theory, it is '.not surprising 
that Europe's business schools are 
trailing their feet in. the area of 
ending. Many have been forced to 
change their policies because of 
cuts in government cash. Others 
have identified an urgent need to 
expand in order to compete on the 
international scene' with the big 
US schools. 

Harvard, for example, with an 
annual operating budget of $200m 
(£l26m), is bigger than Europe’s 
three most prestigious schools - 
IMD in Lausanne. Insead in Fon- 
tainebleau, and London Business 
School - all rolled together, with 
millions of dollars to spare. 

L BS is not the first in Europe to 
try its hand at fund-raising. Two 
years ago Insead announced a 
drive to raise FFrTDQm (£72m) in 
private capital and next year Eras- 
mus, in Rotterdam, will launch the 
first fund-raising’ campaign of thfc 
kind by a Dutch university. A gain , 
the cash will be devoted to build- 
ing work 

While American schools may 
seem blase about such s chemes , it 
was only a decade ago that many 
of them were in a similar position. 
At that time they floated from the 
universities that spawned them, 
enabling them to control their own 
budgets. Many, indeed, would 
make interesting case studies for 
their European peers. 

. At the Kellogg graduate school 
of management at Northwestern 
university, Professor Donald 
Jacobs, dean of the school, advises 
that the ' obsession with 
endowments is misplaced. Ad hoc 
gifts are always welcome, he adds, 
but it is course fees that provide 
the bread and butter funding. Prof 
Jacobs argues that cash-starved 
European schools in search of 
funds should increase course 
fees. 

“Endowments are great for a 
rainy day, to tide you over," says 
Prof Jacobs. But. he points out, 
schools reap an annual return of 
just 3 or 4 per cent on the invest- 


money 


Chicago 


v~ : &iifcwniafit B • • ••••. - ' Spocsoredaeseaisb 5% . MBA programmes &5% 


Corporate 

membership 

fees 16% 



Tpt^ kMxsrnA- $3(hn.f . 




Total income: 


$49-5m 


Stanford 


London Business School 


ss?> 


Off* mri eiKlown^lhbonfo C ’ Taught courses 55% . Government grants 11% 


Executive programmes 26% 



r.Total incom ar$ 4 + 2 m 7 . 


men! - “peanuts*' according to 
Prof Jacobs. 

Kellogg is wealthy in US terms 
with $2i5m of invested endow- 
ments. but the school still gets 
nearly 94 per cent of its $96m 
annual income from course foes, 
particularly the MBA programme. 
Neighbour Chicago gets 75 per cent 
of its income from course fees and 
Michigan gets nearly 63 per cent of 
its income from taught courses. 
The three schools get just 8, 5, and 
3 per cent of their annual income 
from endowments respectively. 

At Columbia in New York the 
picture is much the same. Eighty- 
seven per cent of the school’s $6&n 
income comes from course fees; 
less than 4 per cent comes 
from endowments. 

Where endowment income or 
one-off gifts form a high proportion 



Total Income: $ 47 . 6 m 


of total income, it (s usually at the 
most traditional schools. At Amos 
Tuck at Dartmouth, the home of 
the first MBA course, just under 15 
per cent of its $20.7m turnover 
comes from endowment income 
and at Stanford, which had a total 
income of $44Jhn in 1996, $20.lm - 
more than 45 per cent - came from 
endowments and gifts (the school 
does not break the figure down 
into smaller components). Neither 
Harvard nor Wharton give a break- 
down of their income. 

I n the UK, by comparison, 
business schools receive gov- 
ernment funding based on the 
quality of their research. At 
LBS nearly ll per cent of the 
school's income - £3.2m - still 
comes from the government. That 
is more than Chicago, Columbia or 


Michigan get as an annual income 
from their endowments. 

In France, institutional funding 
is even more ingrained. The local 
chambers of commerce had a pow- 
erful hand in setting up business 
schools - EAP, the Ecole Euro- 
pGenne des Affaires, in Paris, for 
example was founded by the Paris 
Chamber of Commerce and Indus- 
try in 1973. Many schools such as 
Groupe ESC Lyon and the Hec 
school of management still have 
very strong links with the local 
chamber of commerce - Hec 
receives some 25 per cent of its 
funding from this source. 

In Spain, Iese, at the university 
of Navarra in Barcelona, gets just 
over l per cent of its income from 
endowments but gets more than 7 
per cent from its alumni associa- 
tion. 


Perhaps most unusual of all is 
IMD, in Lausanne, which was 
formed by the merger of two corpo- 
rate training centres. Today it still 
receives IS per cent of its SFr42m 
(£i7.7tn) Income from its partner 
and business associate scheme, a 
“club” which companies join in 
order to get access to research, 
seminars and programmes. 

In the UK institutional attitudes 
are slowly beginning to change, 
believes Bill Conner, the newly 
appointed director of development 
at LBS. “I perceive, and this is 
very much an off-the-bip idea, that 
British philanthropy is coming of 
age.” says Mr Conner. “I- think 
there’s a very do-able opportunity 
here. The school's been around 
long enough so the people who 
came here are in the prime of their 
careers. Age is a very big factor." 

Mr Conner, an American and 
every inch a fund-raiser, spent six 
years working for the San Fran- 
cisco Opera House before joining 
LBS. He previously worked in 
fund-raising at Boston University. 

‘Tm a sales rep for the school,” 
he explains. “Fund-raising is the 
ultimate sales challenge. How do 
you get people's money for no tan- 
gible returns? All they get is a 
fuzzy good feeling.” 

To succeed, Mr Conner will have 
to persuade a higher proportion of 
the school's alumni to donate gifts 
or funds for endowment. In the big 
private US universities, such as 
Kellogg or Chicago, between 30 
and 50 per cent of alumni donate 
to the school. At LBS the figure is 
still just 8 per cent. 

The time could be right for LBS. 
Two years into its five-year cam- 
paign Insead has already reached 
45 per cent of its campaign target, 
and is ahead of schedule. In the 
last 12 months it has raised 
FFr80m and signed up several 
large corporate donors, including 
the Dutch bank ABN Amro and 
motor manufacturer Ford. 

LBS has already received £&5m 
in between some 20 to 25 gifts from 
companies and individuals. 

But in spite of the sea change in 
culture it is hard to Imagine that a 
graduating class from LBS or 
Insead could match the generosity 
of a Kellogg class. There, despite 
the enormous debts that many of 
them have accrued by the time 
they finish their course, a gradua- 
ting class of 1,000 students pledges 
that within five years it trill give 
the school between 3300,000 and 
$400,000. 


Sloan advantage 
for Chinese 

In moves intended to 
alleviafotiie chronic 
shortage of framed 
managers in China, the - . 
Sloan school of .. 
management at MZT has; 

joined with two Chinese ' 

universities to develop ' 

business courses. 

The first is an MBA 
programme developedby 
Stem 1 in conjunction with ' 
Fudan university in :: 
S hanghai! The first 40 
students have just started 
the course. The second 
scheme has been_developed 
by Sloan and Tsfnghua - 
raiversity in Beijing; 

The links involve ' 
Chinese academics : = - 
spending time on the Sloan 
campus in Cambridge, . ' • 
Massachusetts, where they 
learn how to develop 
programmes the US way. 
Five faculty from each 
school have spent a fhll 
term at Sloan developing 
core courses and electives. 
She further Chinese faculty 
will join Sloan this term. - 

The two programmes 
will include visits from 
Sloan professors to the 
Chinese universities. 
http:/ tweb.mH.edu fslocml 
WWW) . 

More expansion 
at Insead 

Insead, in Fontainebleau, 
has continued the 
expansion of the school 
with the appointment of 12 
extra faculty fids term. 

This Is in addition to tiie 
13 extra faculty it 
appointed in 1996- 

The school has also 
increased the number of 
MBA students it has taken 
on this term by more than 
50, bringing the total 
number of MBAs presently 
at the school to 513. Hie 
total number is expected to 
rise again In J anu a ry to 
around-600. 

Insead: www.mseadjr 


A chance to 
meet top bosses 

career management 
consul tancyDICR is 
brvitt&g business 
graduates to register, free 
of charge, for Its barber, 
forum in Berlin in ' < 
November, Organised with 
-Japan’s Nikkei newspaper, 

: the forton aims to match 
graduates with top notch 
employers. 

DICR: imtnaxHcr.demorL 
! co.uk ■ ■ ■■ 

Guidelines for 
latest degrees 

A growing number of "■ . 
business schools are 
. offering students a DBA - 

doctor of business :> ■ 
administration degree: 

So tbe UK business 
schools' trade body, the 
Association of Business 
Schools CABS), has drawn . 
up guidelines for 

participating schools. 

The ABS differentiates a 
DBA from a PhD in that . 
the latter emphasises the 
development of new 
knowledge whereas a DBA 
makes a contribution to 
professional practice. 

ABS: httpdtxowiD. leads. 
ac.uklbesfabslabshome.htm 

High-tech for 
North Carolina 

Federal Reserve chairman 
Alan Greenspan has * 
opened the $44m (£27 in) 
AfcCbll centre at the 
Kanan- Flaglar business 
school at the university of 
North Carolina at Chapel 
HAL The building is named 
after Hugh McCoD, chief 
executive of Nations Bank. 

Students will have access 
to a high-powered . 
technology centre and each 
seat in the eight new 
classrooms will be wired 
for laptop computers. 
Kenan-Fiagler: 
www.bschaoLzmc.edu 




Information for News from Campus should be sent to 
Dels Bradshaw, FT, Number One Southwark Bridge, London SE1 9HL 
Tefc 44 171 573 4673 Fax: 44 171 873 3950 


CONFERENCES & EXHIBITIONS 


SCOTT BADER COMMON OWNERSHIP LECTURE 


Scan Bader Commonwealth will be holding its 19* 

Common Ownership lecture in la beautiful prrklxad 
surroundings on Saturday, l lfb October 1997 
This is a regular event sponsored and hosted by the 
Scon Bader Grmmonweefab to promote dbauafon and 
debate on Common Ownership. 

This year’s key note speaker will be Mark Goyder. Director of the 
Centre for Tomorrow’s Company, who wiU be presenting a paper on 


••• 
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^.‘Beyond Tomorrow's Company’ 

Established 2 years ago. Tomorrow's Company's Comal purpose is to 
inspire and enable British business 10 compete with the woifeT* best In 
1993 the USA (the Royal Society for the encouragement of Arts, 
Manufactures and Commerce) brought together senior executives Cram 
23 rap UK businesses to develop a shared visual of Tomorrow's Company. 
Much of the debate ranged around the notion of sustainable business 
ct nwta, wife ibe shareholder versos stakeholder issue figuring 
prominently. The caoduacm was that only by giving due weight to the • 
iacereaffi of the key smkeboWers can the interest! ofsbareboldcts be 
maintained. Tire question tfmr remains 10 be answered is: What will be 
the shape t>T the compands of the rutare? 

The presentation will be supplemented by a short c o m rtt xi t ira i by Brim 
Bigood, bucTTunkma! Executive Business Manager at Scon Bader. BGs 
paper emitted ‘ — — | 

‘The Company as a Living Systran’ 1 

will discuss the challenges that condone to face Soon Bader as a Common 
Ownership company, with particular regard m the cs re x ts foo of its vatne base 
to other companies wiibin the Group with different value system* and 
cultural backgrounds. - 

In the Chair will be Jane Neteoo, Policy and Research WrecurrMfoe Prme* 
of Whies Business. Leaden Fbrum. 

and eqjoyabte lectnres are assured followeaby whit ptombea 
to be a lively debate. 

Tbe event will commence at 10.00 am followed by lunch at 1X0 pm. 
arljgfarened individuals may receive an invitation and backgroond notes 
by contacting Tracy Smeathera ai Scott Bader Company limited, WbOasroo. 
Northamjxondiire NN29 7RL. Facsimile (01933) 663532, Telephone: 
101933) 663100. 

Note: Scott Bader, founded in 1921, is a highly innovative company. 

. ■ _^i — - — ^ J el i in f— na litwwl rwiP 


m 7 commies oa 3 commons, and a turnover ia excess of £100 millxon ■ 
and 600+ stafL It is a company with its assets held in commonoeraetstap 
since 1951 through Scott Bader Commonwealth Limned, a company 


charity (no. 20639) ). 
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Managing 
Institutional Assets 
Portfolios 

■ Portfolio Man ag e m e n t ■ haftu 
Fundi ■ Mutual Fonda ■ Bond Ifelu- 
atkm ■ Interest Rate Risk Maoagr- 
ment ■ Band Portfolio Management 

-I Frankfurt I 



Uncovering Serious Raws 
in Standard Models for 
Financial Derivatives 

Speaker Dr WHam Shew, 

Head of Financial Instrument 
Modafflng in the Quantitative 
Analysis Group, Nomura 
international. Discussion covers 
general advantages of 
Mathematics over tradtkmal 
modelling environments such 
as spreadsheets and C/C++ 
and prevtaws advanced 
algorithmic developments. 

Cal or aural lor more dMab 
(space is ImBad): 01 993 883400 
Mo@MmRiamcoLi* 

Webc hltpjlwwK.woMiranx»LiJk/ 
■MfolBlfWaw 

WOLFRAM 

RESEARCH LoRdon 


Fairp lace’s October Coonses 

• Team Leadership Skills 

• Introduction to Corporate Credit 
Analysis 

• Corporate Credit Analysis 
Level II 

• Wiodut^to*»caySFownoW 
Markets 

• Project (finance 

• Cashflow Analysis 

- UndeistancSng Derivatives 

• Undentandng Company Reports 
and Accounts 

• Mtoducflon to Manay Markets 
and Foreign Exchange 

• Making Effective Prasentatore 
For la t her l itomati on on our 
Open or IWarad douses 
Cortact Fatrptaca 

U: 0171 8284112 
fine 017! 828 4113 
WBbMtpahvwwtlahpiacecom 
BnaB:@CakptaceconT 

London 


IDCs European IT Foram 

DoflT miss Europe's most 
comprehensive and authoritative 
conference on the tatara ofttw 

Intent Over 50 IT executives 
and industry analysts speaking, 
including Netscape's Jim 
BarksdaleanA ADIS Steve Case, 
plus CEOs of Dloitai Equipment 
Lotus. SNI. I CL Novell, 

Mcfoselt Europe, and H-P Europe. 
Enquiries: Myrtam De Gfeef 
Tel: *32-2-646-9884 
fee +32-2-646-1 023 
Email: 

mdegreef@i dcreseardi . com 
Internet; 

wwwliknseaitiiJt/itforiirn 


*IDC 

BcimmiaKw. am oav um ro* 


Paris 


SEPTEMBER 22 

Options Modelling 

.CwiwiWf frar Individuals who under- 
amvi the bastes: Support. NBddlc office 
Mod Graduates. Treasury staff moving 
into Derivatives, CfiSfidllfii TyP” * 
Uses of Options • Underlying Pm* 

• Volatility • Valuation Models 

• Explanation of P* "Greeks” •QW 
+ VAT 1 Day •TFL Training 

Td: 0171 600 2123 F«: 0171 600 3751 


LONDON 


Conferences 


Exhibitions 


Strategic Outsourcing for 
Competitive Advantage 
Chaired by Frank J Casafe of 

The Outsourcing Instfejia, - 

USA, this avert prodttes a 
«foue opporwrity viihere you 


cam 

oorKamsiefeUligto jwroswri 
corpora Objectives on 
adsourdnp:Vie how?, Vie 
utetterto’andlhe Briar?? 
Contact Delons Broni, 

Tha EconomMCortteance^ 

15 Regent Street, London 
SW1Y4LR 

let +44(0)171 8301076 
Face +44 (0)171 931 0228 
Si^(tetoresfoonl @ )BiUjCom 

Londofl 


SEPTEMBER 23 & 24 
fntroductkm to Foreign 
Exchange »»d Money Markets 

O rfiran ve mi ners coqne - FX and money 
aurlcen featuring WINDEAL dealing 
simulation. For Corporate treasury 
penomri, trainee dealers bad: office and 
systems devetepenem aaff pha Ad fan 
exam candSdstt. GBP523i» + VAX 
Lywood David hdanadonal Ltd. 

Tfei: 44 (ffi 1732 463014 
TEfoc44(0) 1732463015 
etna3:trainiiu@lywood-daviiLcojih 

LONDON 


Conferences 


Exhibitions 


Conferences 
& Exhibitions 


SEPTEMBER 24-25 
So You Want to Buy? 
Wrapping, Coding, Marking 
Equipment Case, Tray 
Packlng/FailetlsJng Machines 
Se mi n a l cover basic mnri ii ngi principles. 

il Mwty hnwO imri tirm iV wln j iB MW md 

describe bow to prepare a machine 
specification. Regntrabon farms front 
Melinda Scales, PPMA Limiied 
Tel: 0181 681 8226 Fax; 0181 681 1641 
NORTHAMPTON 

SEPTEMBER 25 & 26 
FX & Currency Options 
Smtehir hr ftnniiig imrf Ihxfentamfing 
the FX tnariet, underlying FX Options & 
how FX Omtena wortL Ctwwane! Snot A 
Forward FX • Arbitrage • FX Swap 

• Currency Ritures • Option Pricing 

• The "Greeks'* • Exchange Traded 
Options • Position T&ing • £570 + VAT 
2D«yftTFLTfirining 

Tbfc 0171 6002123 Fax: 0171 6003751 
Email; Salesghfl-trahnngAinOBJ O Jflt 
LONDON 

SEPTEMBER 28 - OCTOBER 3 
Bank Financial Management 
Internationa] Seminar 

Heighten your awareness of the key 
nmegic variables affecting financial 

decisions in banking and consolidate 

your knowledge using BankMod, a 
computerized banting wnnilarinn. 

For financial nwrimrioas executives. 
The Institute of Canadian Bankers 
Tel: (514) 840-8720 Fax: t.514) 282 
6450 e-mail: im e ri nf o fi licbjtg 

BANFF. CANADA 

SEPTEMBER 30 
Measuring Customer Servico 
An all day structured networking 
opportunity to discuss Customer 
Service taaec with like minded 
professionals who want u learn ‘best 
practice'. Expert speakers will start the 
discusnon; then groups of participants 
examine die key issues. For tins event 
and other customer service activities 
contact: The Customer Service Network 
TW: 07071 887766Rr.0I93474||13 

Pnmil* ^Mgiriww wnwmer.i- nm 

LONDON 


OCTOBER 2 
PPMA/ANA SBWNAR 
SUCCESSFUL EAN BAR 
CODING 

Tte Banmar wiU review the [ax*il«res of 
pri n ting and warnin g bar codes on-line. 
The viewpoints of major retailers, fineg 
manufaconers and printing equipment 
sapptias win aD be icpresentol 
Brochures and regisration forms from 
Melinda Scales, PPMA Limiied 
Tel: 0181 681 8226 fee 0181 681 1641 
NORTHAMPTON 


Series 7 General Securities 
Re pr e sen tative (5 days 6-10) 
Series 3 National Commodities 
Futures Representative 
fl% days 10-11) 

Waites CWTraloIrtg prepares students 
In Europe to sit American Securities 
and Derivatives Industry (NASD/NFA) 
Bxartnatfartx. Tbpfcs covered (n these 
courses: 57 - sacks, bonds, mutual 
funds, municipal securities, options, 
direct participation programmes. S3 - 
commodUes futures, options on 
futures, financial futures. Intensive 

Reviews offered reotdarty In London. 

Frankfurt. 6eneva and Zurich. 

WSflace CitnMnkia 
Tefc *44 (0)1718298415 
ft* +44 (0)171 240 5600 


fintnn Hiittarilhi 



PRESTON 

UNIVERSITY 

Wyoming, USA 


BBA, MBA, MS, PhD 


Business Administration * Computer Science 

Distance Learning (No classroom study) 

• Accredited • Licensed by State Dept of Education 
• Member of several professional associations 
* Student Loans • Scholarships 
• Also on-campus programs at Cheyenne campus in USA 
and at 22 affiliated centers in four continents 

PRESTON UNIVERSITY 

Dept FT 597, 1 204 Airport Parkway, Cheyenne, WY 82001, USA 
Tel: +1 307 634 1440 - Fax: +1 307 634 3091 
Home page: http://www. wyoming.com/~preston 
E-mail: preston@wyoming.com 



Frankfort 


US Electricity 
Deregulation 

Lead rig US speakers from 
government, regulators, 
investors and suppliers 
discussing key issues. 

One day £500 inc VAT 
Contact: Mary Clements 
Tel: 0171 493 0381 
Fax: 0171 493 2394 

Sponsored by 
The Energy Group 


I THE 

ENERGY , , 

CROUP PIC UMUIOJI 


Venture Forum ‘97 
12th Annual VC Conference 

The oWesl anti largest 100% Venture 
Capital Conference of its kind. This 
year's highlights include: a Pre- 
Conference Workshop "Managing 
Your Venture Capital Rrm\ lots of 
networking opportunities, and the 
latest Info on such topics as: 
Med/Healthcare -VC Market Irrfntach 
• Early Stage International Investing 
and morel Top VCs from the US & 
abroad and 2 keynote speakers! 

Venture Forum “97 

The Westin Hotel at Copley Place 

Bosfiu.Mass. 

Contact CoBeen BaOadnrat 
Ventnre Economics 
212765 5311 red. 215 


i^^§S®ICS 

II Dm * ii M | 


USA 


Conferences 


Exhibitions 


OCTOBER 7 TO 9 
Auditing the Dealing Room 
(Demystifying the Deeoury fondion) 
For internal audiKxs and bank inspe ct ors 
cramming die narrities of tiidr inshutionh 
Treasury operation. Osh and derivative 
markets dealing, risk, limits and 
nknffcr ”* controls. GBP 723.00 + VAT. 

Lywood David fototmtinoai LM. 

Td: UK 44 (0)1732 463014 
Fax: UK 44 (0)1732 463015 
e-mail: ntinfog^)yweod-<i»vxLocii.uk 
LONDON 

OCTOBER 8-9 

Turning Knowledge into a 

Corporate Asset 

lbs Got BasjxancoofcnaoelDlaheahaid 

look at how to quantify and evaluate 

tenable knowtelg: asm for mrarentitie 

impro va u aua in business performance. 

Coraacc Kam Jenkmstt Business 

IntdHgeoce Tek 0181 8793353 

Pax: 0181 879 1122 

Email: kate.jenldns0business- 

imelligaietxcuik 

LONDON 


OCTOBER 14 -16 
TeteCom Power Europe ’97 
Commercial Tetecomraunlcatkm 
for EJadric UtSttes - Corrfarenca 
& Exhibition 

C o rnrftmnre BC Nrawetv BoteL Enaga. 
Aliaul. Td-Bnergo. Bnhd. Bayerowetk 
Netcom, RWETeffimce, Kyutiu Efcaric 
ftjwec VoisftireHecttxly- 
High level! PermWefl C&E. 

Hly Knnjkes Phone *31-30-26 50 963 
Fax: *31 -30-26-50-92 8 
_Anramtaa£niENEniIlR^NDS 

OCTOBER li-ie 
Strategic Skflls for the 
Finance Function 

TtM ctuferancr is specificatly des^ned to 
fatip Ftanoe Dnctotstievelop *e newskBs 
reqtrired to go beytnd tradtoronal finance 
activiks ad eke on a beads; vah»<«kfinB 
role wnfam (heir ngamations. Contact; 
Kate Jenkins at Business Intefligence 
Td: 0181 879 U5S Fkx: 01 81 879 1122 


LONDON 


OCTOBER 21 & 23 
1997 PlanEcon 
Fdl Seminar Series 

Anticipating Market Opptntimiiies in 
Eastern Europe and the FSR- PlanEcon 
and DRIMcGniw-FED assess die region's 
investment climate in the automotive, 
energy, capital, and financial markets. 
Vienna Seminar (Oct. 21 ) co-spcoscired by 
GiroGnfiVRra Austrian Bank. 

Contact Coreme Redonm 

Iht -»44 0181 545-6212 

www. pJanecoacom/coorerences Jitml 

VIENNA & PARIS 

OCTOBER 21-22 
Corporate Agility 97 
Corfwrate agility ana resilience are key 
requi rem ents to compete successfully in 
the current climate of continuous change. 
Recognised experts and leading 
otgonisations gather together to examine 
how best fc) impfanoB, nunaff: and support 
siamgs for smtrinride advantage. Contact: 
K a le J afcfa s at Business fa fc Bjg e n oe 
Td: 0181 879 3355 Fax: 0181 8791122 
Fm git - kate.jenkhtfiS'biisiness- 
imelligencejojik 

OCTOBER 22 & 23 
(tommoniM oa flh Business Fount 
The Aesdare; of Sri Ladka atxl Upnda nl 
the Prime Mhnaera of Aumafia. Barindos. 
Canada, Malaysia, Singapore and be UK 
win address ibis unique event, anareed an 
the eve of die 1997 CHOGM. An audusive 
platform to develop further trade and 
investment within the Common wealth. 
Confirmed speakers include senior 
Commonwealth Ministers and leading 
figures from Iii u w k and iodusny. 

Tel: +44 171 896 2639 
Fax: +44 171 896 2696/2697 
Email: saralrg^pcanon-proxom 

LONDON 


Continued 
on page 18 
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ADVERTISING 


Clark shows it’s young at heart 

The shoemaker is trying to shed its dowdy image in the UK, reports Alison Smith 



Clark: act your shoe size, not your age 


G enerations of British 
children have worn them 
at school, kicked them 
off with relief when they 
had the freedom to choose some* * 
thing fashionable, and returned to 
them as older adults for whom 
comfortable shoes were a priority. 

But a UK television advertising 
campaign, to be launched on 
Thursday, aims to show that this 
image of shoes made by C & J 
Clark is out of step with the com- 
pany’s current range. 

Apart from sports brands such as 
Nike, it is rare for shoe-makers to 
advertise on TV. This campaign 
sets Images of adults in Clark's tar- 
get audience of 30 to 50-year-olds 
behaving frivolously with commen- 
tary from younger voices saying 
how dull grown-ups are. 

“Act your shoe size, not your 
age," is its message. 

“If you go for a conventional 
campaign attempting to look 
younger, you’re in danger of losing 
a large chunk of people at the older 
end of the age bracket," says Tim 
Parker. Clark's chief executive. 

“We wanted something with 
broader appeal, that says you can 
buy our products without any 
residual feeling of buying into 
something institutional'’ 


Andy Palmer. Clark's account 
director at St Luke's, the advertis- 
ing agency, is more brutal in his 
assessment. “You can’t suddenly 
say Clark's are stylish. You have to 
do it more subtly, by association. 
We were very clear that the adver- 
tising had to be credibly Clark’s 
but attractively new." 

It is only in the UK that Clark's 
has the legacy it needs to escape. 
In overseas markets - such as the 
US, Australia and Germany - 
which account for more than one- 
third of the company's sales, 
Clark's occupies an upmarket 
niche where it can trade on its 
English image. 

Another critical difference 
between Clark's home and export 
positioning Is that it has a network 
of shops in Britain. Elsewhere it is 
essentially a wholesaler that adver- 
tises primarily in the trade press. 

Mr Parker is conscious that the 
TV campaign, which runs for five 
to six weeks, must be supported by 
a re-design of Clark's shops. The 
continuing refurbishment pro- 
gramme, costing £l5m ($2 4m) 
replaces the bright lights and 
bright green of the old decor with a 
more neutral environment 

Moreover, the staid styles of foot- 
wear have been replaced in win- 


dow displays by shoes that are 
more fashionable. "We will still 
carry a good solid range of tradi- 
tional products," says Mr Parker, 
"and our staff will be able to help 
customers find them." 

Though the campaign will be 
confined to tbe UK, St Luke’s 
believes it could have a broader 
application. 

T he agency’s qualitative 
research suggested that 
people aged 30 to 45 were 
more relaxed and confi- 
dent than they were thought to be 
and more than they had been when 
they were younger. 

Ten years ago life was a race, 
now the race can go on without 
me,” was a typical comment from 
one of the focus groups. 

"I suspect that some of the 
things tbe agency identified apply 
equally to people in Germany. 
Prance and elsewhere." says Mr 
Parker. 

It is easy to see the appeal of tbe 
approach summed up by St Luke's 
as “the new playground years". For 
Clark, the campaign offers a close 
if not entirely flattering identifica- 
tion between advertiser and audi- 
ence: neither is as dull as others 
th jwV; 


MARKETING 


Guinness benefits from rebellion against bland beer 


C onsumers in the US are 
health conscious and that 
is a problem for Guinness 
which is trying to intro- 
duce its stout brand to a wider 
audience in the country. 

“Some people think it is heavy 
and high in calories. It's our job to 
get them to try it for themselves 
and to make them change their 
minds." says Howard Pulchin. cor- 
porate communications director of 
Guinness Import Company, Guin- 
ness's US operation. 

GIC Is running a number of mar- 
keting initiatives inclu ding- its first 
television commercial, event spon- 
sorship and a widespread sampling 
campaign to build awareness of the 
brand in the US. 

Guinness stout has a loyal fol- 
lowing among Irish Americans in 
its traditional heartlands of New 
York and Boston. But the company 
wants to attract younger drinkers 
aged between 21 and 30 and to turn 


occasional drinkers into regular 
ones. 

Fortunately, says Mr Pulchin, 
the company is able to take advan- 
tage of changing consumer tastes. 
Lehman Brothers, the stockbro- 
kers. says: “The US is the largest 
beer market in the world. It is not 
growing, but consumers are 
actively rebelling against thd 
blandness of American beers." 

Mr Pulchin adds: “There is a gen- 
eral move towards distinctive tast- 
ing products, be it coffee, bread or 
beer. Guinness is benefiting from a 
cultural change that is seeing 
Americans embrace so-called taste 
beers as well as the traditional 
cold, light lagers sold by tbe brew- 
ing giants." 

One of Guinness' tasks has 
been to ensure the consistent qual- 
ity of tbe product, which is 
imported from Dublin. American 
bar staff are being taught tbe con- 
ditions under which tbe stout 


should be kept and bow to pour a 
perfect pint each time. 

Greg Carr. GIC's national 
draught manager, says that those 
doing the training are mainly Irish 
expatriates. 

“They have been well received 
by bar owners who are sometimes 
sensitive to tbe suggestion that 
they might be doing something 
wrong. Their Irishness gives them 
instant credibility with the retail 
trade." he says. 

On the back of this, the company 
has run a TV advertising campaign 
shot in Dublin called “Senses" 
which focuses on the experience of 
drinking a pint GIC says it has 
“filmic dr ama not normally seen in 
American beer advertising”. 

Direct-mail shots have been cre- 
ated to inform draught Guinness 
drinkers that a cann ed version is 
available in off-licences and tbe 
company runs an annual ‘Win 
Your Own Pub in Ireland' competi- 


tion which coincides with St Pat- 
rick's Day. 

Music and event sponsorship is 
another way of moving the brand 
into the public eye. says Mr Pul- 
chin. This summer the company 
sponsored a fleadh (a festival of 
Irish music) In New York, modelled 
on an annual event In London. 

"Over 50,000 people attended and 
80.000 pints were drunk. We are 
considering making it an annnai 
event and taking it to other US 
cities,” he says- 

Industry analysts say that the 
marketing strategy is be ginning to 
pay off. Impact International, 
which researches the International 
drinks market, says that in the 
past year US sales of Guinness 
have risen 21 per cent. Lehman 
Brothers agrees: "Recent perfor- 
mance has been very impressive." 
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Helen Jones 


Cheers: Guinness takes a liberty in 
New York 


aa in the News • IKEA 

What your sofa 
says about you 





nrRA : are you sitting comfortably? 


O ne of the more 
memorable 
advertising slo- 
gans of tbe past 

year was “Chuck out your 
chintz". It was the rallying 
cry or IKEA, the Swedish 
furniture retailer, designed 
to shake conservative Brit- 
ons out of their taste for 
the floral and the twee. 

In its place they would 
invite the clean 'lines and 
primary colours of Scandi- 
navian design into their 
homes. It was like going 
from the pin-stripe Conser- 
vative party to Tony Blair 
and his legion of stylish 
women MFs. 

However, the British 
proved to be more attached 
to their furniture than they 
were to the Tories. Tbe ad 
was controversial It only 
featured women doing the 
‘chucking out’, laying itself 
open , to the charge of sex- 
ism. and consumers 
resisted the hectoring tone. 

People recognised their 
own homes in the ad and 
felt insulted, so this year 
IKEA and its agency are 
trying a more gentle 
approach, backing their 
style assertions with some 
very frivolous market 
research, the results of 
which we see on television. 

The ad features research- 
ers, out to discover what 
traits are associated with 
styles of furniture, knock- 
ing on people's doors. 

We find that people with 
flowery sofas are thought 
to be snooty, those with 
curvy chairs like dancing. 


householders with mahog- 
any furniture have the few- 
est friends and people with 
wooden floors like playing 
Scrabble. People with pad- 
ded bed headboards might 
be phoney, those with a 
taste for dollies might 
moan a lot, and people with 
green sofas might be more 
adventurous in bed. Each 
finding is illustrated with a 
stylised vignette. 

There is a debate in the 
advertising industry as to 
the worth of market 
research. Many believe that 
“research is killing adver- 
tising"- that their ideas are 
over-tested among cautious 
consumers until they are so 
watered down as to be vir- 
tually anodyne. 

It was inevitable that this 
process would be lam- 
pooned in an ad. Tbe sam- 
ple size for this particular 
piece of real life research 
was 202 people, and the 
characteristics and prod- 
ucts had to match up in 90 
per cent of respondents to 
be included. 

Complete with its styl- 
ised art direction and ja 2 z 
soundtrack, the ad is 
refreshingly different in a 
modem, kitsch way. 

It gets across the mes- 
sage that last year's ad 
tried to, but more subtly. 
And, if nothing else, it will 
do wonders for sales of 
green sofas. 

Stefano Hatfield 

The author is the editor of 
Campaign 
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LANGUAGE COURSES 


Conferences 
& Exhibitions 


OCTOBER 27 

The 2nd FT Diamonds Conferax» 

Cuifinncd speakers include the Hon D 
Magarg. Mimsier of Mineral Resources 
and Water Affairs, Botswana; Mr Gary 
Ruffe, CSO: Dr Joseph Lizarovich. 
Department of Indian Affairs A Northern 
Development, Canada; Mr Mike MitchclL 
Arcyle Diamonds; Mr Mark Cockle. 
Diamond Imenuiional: Mr Stephen C 
Lnssier. De Beers. Mr Lcum N Cohen. 
Codiam Inc and Mr Richard Wake- 
Walker. A rchang el Domcnd Corporation. 
Contact: Sarah Gibb. FT Conferences 
R± +« 1 7 1 W6 Bm: 4-M 171 SW 3606 

Email: so rahaf^ pearson -pmeora 

LONDON 

OCTOBER 28-29 ’ * 

Advances in Asian Equity 
Management: Style Investing 

Cain insight into various approaches to 
equity investing n Asia; team how cficnB 
and consultants select, integrate, and 
evaluate manager,; and discover ways to 
add value to your investment processes. 
Contact; AXMR in the USA 
Tel: li8CU)9flO-3668 
Fas: 1(8041980-3634 
Internet: hnp- 7 /www.aimtorg 

SINGAPORE 

OCTOBER 28-29 

Aslan Telecoms - Assessing 

New Business Ventures 

Analysing the strategics of service 
pro'idcr^. suppliers and financiers in 
Asia's increasingly competitive 
telecoms nuitcL Top industry speakers 
from AT&T. Telstra. Global One. 
Telekom Malaysia contact: Soman Uu 
Ledger FT Conferences Asia Pacific tel: 
'+65"i 323 6373: faa: i+65t 323 4725 
e-mail: sammvl^'pearsoo-pnaxoinig 
SINGAPORE 


0etober28~29- 


Utility Congress - 

Winning the Revolution 

An opportunity you cannot 
afford to miss 

Aimed at senior executives of 
world-wide utility companies and 
their business partners, the two 
day congress and exhibition will 
cover subjects including - a 
Aranda! views of liberalisation and 
competition, company mergers, 
branding. Infrastructure, doing 
business overseas, 
communicating with stakeholders 
and IT. Controversial utility issues 
will be discussed in separate 

seminars. 

Tel: +44 101181 652 3818 

Brighton Centre, UK 


OCTOBER 29-31 
Succeeding In Global Markets: 
Advanced Business Analysis 

• Keynote presenter arc Ben GSad - 
Rutgerx Umneran & Paulo Cardoso do 
Amaral • Portugal Tdrcotn • 18 talks 
given by G experts & vendor displays 
•5 intensive hair-day workshops 
For a hmchmc call SOP a +32 2 743- 134 3 
ot fu to +32 2 743 1 550 
WWW:hap://www.scip.org 

BRUSSELS. BELGIUM 

OCTOBER 30 

The intranet: maximising the 
business benefits 

Grand Metropolitan. Glaxo Wellcome. 
Shell Interns ti oral, Reuters, speak on 
realising an intranet's full p otent i al. 
Covering: business focus, system 
selection, keeping it rclevmu. knowledge 
management and integration. 

Contact: Alison Williams at 
The Industrial Society 
Td: 0171 479 I00P Fax; 0171 479 111 I 
LONDON 

NOVEMBER 3 

The Commercial Implications 
of Scottish Devolution for the 
Media Industry 

Dorald Dewar. Secretary of Stale foe 
Scotland and Andrew NeiL Onef Editor. 
The Scotsman head an expen panel of 
jpeaLen di s c u ssin g how the market stands 
now and how it wiU change. 

Please phone Oliva Harrison on 
01 71 434 37 1 1 

LONDON 


Conferences 


Exhibitions 


NOVEMBER 4-5 
Unldng the Balanced 
Scorecard to Strategy 

Too often the Balanced Scorecard 
framework is treated in isolation from 
strategic objectives, This conference 
will enable you to develop a balanced 
scorccaid framework Ural supports the 
successful implementation or strategy. 
Contact Kate Jenkins ol Business 
Intelligence Tet 0181 879 3355 
Fax: 018 1 879 1122 

Bmak^jcnlaretgtuMicmkmllgcnn a i xuic 

LONDON 

NOVEMBER 5 & 6 
A New Century in Publishing 

Speakers include: The Rt Hon Michael 
Hcaciinc MP: Nigel Stapleton. Reed 
Elsevier. Marjorie Scardino, Pearson 
pic. Michael Lyman. Penguin: Max 
Hastings. Editor. Evening Standard; Ms 
Dorothea Coccolt Pals ho. President. 
Dow Jones Interactive Publishing 
Contact: FT Conferences 
Tel: +44 171 896 2626 
FW: +44 171 89fi 2696/2697 
e-mail: rianfigipcareon-pracom 

LONDON 


Conferences 

& 

Exhibitions 


Financial Crime -Not 5& 6 
Business Crime - Nov 18 & 19 
The future tor he preven tio n, 
investigation and prosecution 

of crimes against financial 

institutions & corporaiions: 
financial fraud: tax evasion; 
cORUptkxr, money laundering; 
'cyber-crime": Industrial 
espionage: organised crime; 
Wcfaapping and extortion etc. 
Speakere indude Mrs Helen 
Lidded, MP. Economic Secretary 
totheTre^ury. Essentia) far 
financial institutions, corporates, 
regulators and taw entoroement 
Contact Lee Mdeeoa 
Irtle ma lton ai Confa ta iceGroty 
Tet (+44) (0)181 743 8787 
fisc (+44) fl&IBI 7401717 
S+rofcleeigii i i c cnfwneaaauk 

London 


NOVEMBERS 

EVA 

Tht* tc mitui tackles the key issues faring 
companies m implementing Economic 
Value Added (EVA) - the shareholder 
value ap proach which can raise business 
performance by identifying and 
maximising the key wealth creating 
activities within an organisation. Joel 
Stem, the wedd recognised authority tm 
EVA. outlines the practical steps towards 
i nteg rati n g EVA iurayow company 
Contact Kale Jenkins at Business 
ln*dligmceTH:0i81 879 3355 
fine 0181 879 1122 

EmiritloKjenida^zfamnQD«teEgereeoni* 

LONDON 


Conferences 


Exhibitions 


NOVEMBER 6 

Project Hnance in the Mddle East 
Derailed discussions of: • new 
developments in global project finance 
markets • the Subic project pipeline to 
2005 • the Ghoilan power pnrjcci 
finance profile • major projects in 
Bahrain. Kuwait. Oman and Qatar 
• new approaches to project finance. 
Contact: MEED Conferences 
Tel: +44 171 470 6200 
Fax; +44 171 430 0337 
Email: annac@nieed4mHpuut.uk 

LONDON 

NOVEMBER 6-7 
Investment Opportunities in 
Bangladesh 

Organised by FT Conferences, in 
association with the Govern in g u of 
Bangladesh. CEO's are invited to this 
prestigious event focusing oa nrfiasnucoirai 
investment opportu ni t i es. Opened by the 
Prime Mauser of Baqgtadesb. 

Enquiries: Lucinda Roberta. 

FT Conferences Tet +44 171 896 2130 
Fac +44 171 896 26SW2697 
cmait kidndan§tpeanan-proconi 

DHAKA 


Facilitating Gronp Work 

This intensive, three-day 
facilitation training programme is 
designed to provide participants 
wttti UK motivation, theory and 
skills demanded by both pubfic 
and private sector organisations 

tor faeffitatmg complex group 

work, public meetings and 
contfict resolutions. 

For executives, managers, and 
facilitators it offers the keys to 
achieving positive results whilst 
earning a respected accreditation. 
Cost Ei^Bfacconmqdation extra) 
Tel: 81747 871752 
FWC 81747 871718 


NOVEMBER 13-14 
The Finance Scorecard 
This conference examines ways in 
wtrich senior finance executives can, by 
using tbe scoreca r d app roach, add value 
to the business, improve their own 
productivity and demonstrate their 
contribution with tangible performance 
iBucattm 

Contact Kate Jenkins a Business 
Intelligence Tel: 0181 879 3355 Fax: 
0181 8791122 

BtdbBjokigShrintoidBlipmaak 

LONDON 

NOVEMBER 13-14 
Financing Energy 

Infrastructure 

Analysing the new inatnunems and 
strategies hi financing Asia's energy 
infrastructure contact: Samantha Ledger 
FT Conferences Asia Rscific 
td; (+651 323 6373; 
fiwtt+tiSl 323 4725 
e-marl: sannnyk@>pearxoD-proxoiii-flg 
SINGAPORE 

NOVEMBER 20 & 21 
FT European Economic and 
Monetary Union 

Economic impact of EMU and Che 
strategic implications for banks, capital 
markets and European based corporate*. 
Speakers: Tbe Rl Hon Kenneth Clarke 
QC MP; Mr Howard Davies; Mr John 
Kemp- Welch. Enquiries: Lucinda 
Roberts, FT Conferences 
Tel: +44 171 896 2120 
Fm: + 44 |7I 896 2696/2697 
Email: liarindar@*pean>on-p(iaxoni 

LONDON 
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Language 

Courses 


ARE YOU INTERESTED IN LEARNING 
AB 

and its 

EDINB 

proudly 
7.00pm-8, 

Tbe 3rd Japanese 

Fee' 

For business clients, sepant 
For more 
Ms MicbkArita 
jWy approach to Japanese ft 



Japan? 

26th Sept. 

. jffiflnSuista EH3 7PT 
classes (20 hours) 

$j&els 

be organised upon request 
please ting 
) at (0131i 623-0009 
ijj is lively and provocative! 


Tbe Priory Hotel, Bath 


Customer Loyalty Forum 

Concentrating on the importance 
of creating customer value 
resulting in long-term customer 
relationships and enhanced 
competitive advantage. 

This high-feral event for Senior 
Executives vffll focus on the 
issues encompassing Relationship 
Management as well as Customer 
Loyalty. Keynote speakers Include: 
Professor Adrian Payne, 

Cran field UntversBy. 

School of Management 
Frederick Reichtolti 

Bain & Co. 

Bfa w rieg Sude Camilla, CMG pfe 

Tfet +44 (0)1 71 233 0288 
far +44 (0)171 222 8792 


London 


Please 

contact 


Vivienne Eka 


+44 (O) 171 873 3218 


RUSSIAN 


LANGUAGE COURSES 

in SL Petersburg, Russia 
http J/www^p b-ni/educscentre 

"Pure RUSSIAN!* Courses: from 
Beginners to Proficiency: General, 
Business, Executive and Special 
Courses; Accommodation. Visas 

EDUCACENTRE 

Call: 812 - 2741220 
812 - 2741528 (Fax) 

Fhssfen In Imperial defeat of Russia 


SsfS’' 


lTA 


Day-students 


HR 


LANGUAGES 
FOR BUSINESS 

• Tadored tutor far business people 

• Courses for ntfonduate and groups 

* ki company or at our centres in 
London. Oxford. Bngttoi and hunt 

♦ Expert teaching in over 40 
languages Induttoe Englsh 

Rozent UnsnaBbone 
5 Percy Street. London W1P 9FB 
Teteohone: 0171 637 8041 
Fat 0171 580 0122 


FAST. EFFECTIVE. AFFORDABLE 

Would speaking your 
Customer s language 
have made the 
difference ? 


D«J your last meeting overseas go as well as you h# 
hoped ? No ? Why not ? Did you lose out to a compel) 
who efid speak the language of the customer ? 
Don't let It happen again - 

Call BERLITZ for (totalis of *Doing Business In' 
French/Gennan/Spanish NOW on 

0171 - SIS 0009 
0121 . 643 4334 
0161 - 228 3607 
0131 -226 7198 


Helping me World Communis. 


DECEMBER &-10 

The new world of reiattonsftlp 
management in banking: 
creating value together with 

your customers 

A 2 day conference on relationship 
management for talking executives and 
corporate treasurers nidi Chase 
Manhattan. Lloyd's of London. Stivgy, 
ABN AMRO. B«v lays Bank and 
others. Call M a na g eme n t Curare Europe 
Tet 00 32.25*3.21.22 
Ba-.00J22J43J4.I4 

LONDON 


•7 k.To advertise contact Vivienne Eka on +44 171 873 3507 or Fax +44 171 873 3098 


Conferences & Exhibitions 


The Conference & Exhibitions page ap^aiseve^Mon3a^!sSSIe 
latest Conferences, Exhibitions, Seminars In the UK and Abroad. 
Advertise your conference to an unrivalled business 
audience by using this section. 

For information please contact 
Vivienne Elea 

Tel: +44171873 3507 Fax: +44 171 873 3098 
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MARKETING / ADVERTISING / MEDIA 


ADVERTISING 


A high level of 



Alison Smith and Richard Toinidxis on 

advertisers and Princess Diana's death 



! omorrow a British, govern- 
ment campaign pointing out 
the dangers of- drivers 
. speeding wQZ.begfu'dn.teZe*'' 
vision and radio. The decision to 
P ress shead - taken after consulta- 
tion with Bucldngbam Palace and. 
the Spencer family - appears to 
mark a return to business as usnal 
for advertising after the death of 
Diana, Princess of Wales. 

The impact of the princess’s death 
was felt most deeply in the UK, but 
its ripples affected advertisers and 
their clients across the world. 

Many decisions by media business 
owners and by advertisers to with- 
draw advertising were straightfor- 
ward. In the "UK, several ads featur- 
lng death and car chases were 
removed, as was a poster showing a 
teabag wearing a halo. • • 

'Hie princess had been travelling 
in a Mercedes-Benz car so the com- 
pany was among the first to pull its 
television campaign in the UK and 
France until after her funeral. • 

In the US, Weight Watchers Inter- 
national, a subsidiary of HJ. Heinz, 
withdrew a television and print cam- 
paign for its 1^2,3, Success weight- 
loss programme in which the Duch- 
ess of York said losing we igh t was 
“harder than outrunning the papa- 
razzi”. Wendy's International, the 
fast food chain, dropped an adver- 
tisement that showed a character 
similar to the Queen. ‘ 

Although the high level of sensi- 
tivity seemed dear, it was evidently 
possible to irnsrpad the public mood. 
The Hong Kong distributor of Volvo 
cars had to apologise last week after 
a franchise holder in Macau issued a 
newspaper advertisement offering a 
“safety bonus” and mairtng a direct 
reference to Diana. 


The princess’s death provided a 
' dramatic example of the need to 
' withdraw advertising in response to 
. a tragedy, but advertisers and media 
owners are practised at removing 
ads which events make inappropri- 
ate. 

to October 1995, for example, after 
O.J. Simpson was acquitted of mur- 
der, Mars pulled US advertisements 
for its Starburst candies tbat 
declared “the juice is loose” and 
invited consumers to “turn loose the 
juice”. 

In the UK, -some child-focused 
campaigns were withdrawn after the 
massacre last year of young children 
at a school in Dunblane. Scotland. 

Robert Meed, a partner specialis- 
ing in crisis management at Bozell 
Sawyer Miller, a US public relations 
company, says cases where advertis- 
ers withdraw their campaigns fall 
into two broad categories. 

The first Is where the campaign 
becomes pointless because the prod- 
uct it is promoting has been in same 
way discredited. The second - as in 
the -case of the Weight Watchers 
campaign - is where it would cause 
the product to become inadvertently 
associated with a distressing event. 

“Advertising is a very consider- 
able investment, and the decision for 
a lot of people comes down to not 
wanting to risk that investment or 
the capital you have built up in your 
brand or product by sending the 
wrong signal to people during a cri- 
sis or tragic event,” Mr Mead says. 

For some UK advertisers, the wide- 
spread grief also altered toe timing 
for campaigns which advertisers 
feared would be ineffective in toe 
prevailing mood. 

“Retailers and companies which 
rely on people buying off the page 



Candle in the Wind: Elton John’s tribute to Diana goes on sale 


were toe main advertisers seeking to 
avoid newspapers on Saturday, the 
day of the funeral.” says Richard 
Britton, non-broadcast director at 
CIA. an independent media buying 
group. “They believed that despite 
toe greater circulation those issues 
would achieve, people just would not 
feel like shopping.” 

I mmediately after the princess’s 
death, television advertise- 
ments of all kinds, on both 
sides of the Atlantic, were lost 
simply because commercial broad- 
casters were providing news cover- 
age without advertising breaks. But 
in the months to come, it will more 
clearly be a matter of sensitivity if a 
campaign is not shown. 

Clive Jones, of UK TV company 
Carlton and chairman of toe Inde- 
pendent Television marketing group. 


says that broadcasters will not only 
be looking at new campaigns in a 
critical way, but will be particularly 
concerned about toe way newspaper 
promotions, books or other goods 
commemorating the death of the 
princess, are advertised. 

Graham Hinton, chairman of 
Bates Dorland, the UK agency, 
believes that advertisers will have to 
take a broader account of the depth 
of public feeling, even when toe first 
surge of grief is spent 

“The co mm ercial imperative is 
only going to be met by recognising 
people's mood." he says. “And the 
critical factor will not be the product 
being advertised but whether there 
is any light-hearted or slightly anar- 
chic tone to a campaign." 

On that basis, the advertising 
industry has its most difficult and 
sensitive decisions ahead of it 


NEWSPAPERS 


Make-over in Manhattan 


I f you had passed last 
week to browse through 
the newspapers on a 
street corner .in Manhat- 
tan the impression would 
have been overwhelmingly 
grey. 

The New York Times, 
doyen of toe liberal media, 
bad not been touched by the 
colour presses that have 
transformed most of the 
country's other great metro- 
politan dailies. New York 
city’s two tabloids, the Post 
and the Daily News, were 
fighting for readers in a 
monochrome world. . 

Things are finally chang- 
ing. .While toe Daily News 
added colour during the 
week, the New York Times 
switches today. Both have 
spent heavily on new presses 
in an attempt to solve the 
problem facing many leading 
US dailies: how to stem a 
steady decline in circulation 


that has marred what in 
other ways has been a 
hi g hl y successful flpcarip 
“Long overdue," is the 
terse verdict of one competi- 
tor of the Times’ move. “It’s 
catch-up for them 1 ’ 

Janet Robinson, the news- 
paper's ^president, concedes 
Jhe _Tub$s ha^l$en_ 
'Tatar in making toe switch to 
colour than most other big- 
city' daiUes in toe US. 

She and others, though, 
will no doubt breathe a big 
sigh of relief this morning: 
this advance has taken 10 
years of p lanning qnri $80Qm 
spent on two new printing 
plants (one - in Edison, New 
Jersey - stood idle for nearly 
a year as the company 
fought a contract dispute 
with its unions). Along with 
colour, the Times will con- 
tain six sections most days, 
rather than four, ensuring 
separate daily sections on 


' subjects like sports and food. 

Does this makeover, toe 
first in 20 years, suggest toe 
Tones had fallen behind its 
audience? Its grey demean- 
our seemed to sum up its 
weighty past and purpose, 
still spelled out on toe mast- 
head: “All the news that's fit 
„ to. print.” An attempt to 
' freshen the image with a 
new advertising slogan this 
year (“Expect the world") 
and today's facelift seem 
aimed to update that intent. 

BAs Robinson brushes off 
suggestions that toe Times’ 
position has weakened. “The 
brand .name is extremely 
powerful- The loyalty to the 
name is extremely strong.” 

The paper may still count 
itself among the world’s 
most famous and respected 
daffies. But, like many met- 
ropolitan newspapers, it has 
seen i ts readership fall 
through toe 1990s, despite a 


strong economy that pushed 
up advertising revenues. The 
newspaper’s revenues rose 
about 10 per cent in toe first 
half of this year. Its weekday 
circulation is running at 
around 1.1m, having peaked 
at 1.23m four years ago. 

. Adding colour is part of a 
broader attempt to win back 
readers. With the North-East 
not growing as fast as other 
parts of the US. toe papa: set 
out to replace a falling read- 
ership in and around New 
York with a new one else- 
where - it has signed 45 dis- 
tribution agreements with 
other publishers around toe 
country in toe past couple of 
years. This has helped to 
reduce the rate of decline in 
circulation, even if it hasn't 
lifted sales again, the Times 
says. 

The paper has lost 2.500 
readers on an average week- 
day compared with a year 


ago. But until toe number 
starts turning up. that 5800m 
may not look like money 
well spent 

Richard Waters 
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Design: more than 
slogans are needed 


T he UK government 
has in its first few 
months placed 
greater emphasis 
than its predecessors on the 
importance of design for suc- 
cessful companies and a 
thriving economy. This is 
reflected in - last week’s 
Demos report on rebranding 
Britain and in the launch 
this week of the Millennium 
Product Award scheme, 
backed by the Design 
Council. 

This emphasis is to be wel- 
comed as recognising toe 
significant role that effective 
design plays in new product 
development and innovation. 

New product development 
is crucial to economic 
growth. Recognising this is 
vital to innovation in this 
area. But this is not just a 
question of promotion and 
marketing slogans. 

The UK has some of the 
largest graphic and corpo- 
rate identity consultancies 
in the world. But effective- 
ness in this area, while 
important to companies, 
does not necessarily help the 
long-term performance in 
the innovation of new prod- 
ucts, on which overall eco- 
nomic performance in the 
end depends. 

For this, tt is the effective 
integration of design into the 
process of new product 
development that is so cru- 
cial. This requires recogni- 
tion that design is as much 
concerned with engineering 
and technology as it is with 
image and aesthetics. 

A report by toe Centre far 
Economic Forecasting at 
London Business School, 
commissioned by the Design 
Council, demonstrates the 
importance of design capac- 
ity for corporate and eco- 
nomic performance. It shows 
tbat expenditure on design is 
as important for corporate 
performance and growth as 
research and development 
spending. 

But an earlier report by 
toe same group did not see 
the UK as an innovation hot- 
spot in the coming decade. 
And in product development 
toe UK lags competitors like 


toe US. Japan. France, Ger- 
many end Italy. 

Since design is important 
to economic performance, 
part of toe UK’s weakness in 
innovation and growth must 
be laid at toe door of design 
itself. The weakness may 
arise from toe way design Is 
managed by companies; the 
LBS research hi g hli gh ts the 
effectiveness of in-house 
design teams, which compa- 
nies in Japan, Germany and 
the US maintain. 

Improved performance 
may also come when 
in-house design teams col- 
laborate, as shown by the 
experience of UK design con- 
sultants, many of whom col- 
laborate with successful 
companies around the world. 

There is much that can be 
done to enhance toe UK’s 
effectiveness in design, pro- 
vided the focus is on the 
reality and not the hype. 
This requires long-term 
reform, not quick fixes. 

C ompanies need to 
consider whether 
their management 
processes encour- 
age effective design and new 
product development; the 
government needs to con- 
sider whether Its policies act 
to promote, or hinder, suc- 
cess in this area. This is a 
challenging agenda, which 
includes the following: 

• Design and performance: 
Companies, investors and 
government need to under- 
stand the Importance of 
design spending for the inno- 
vation process. 

• Product development 
strategy: More important 
than an award for good prod- 

Design is as 
much concerned 
with engineering 
and technology as 
it is with image 
and aesthetics 


ucts is the need to define the 
right strategy for new prod- 
uct development that compa- 
nies should adopt, with 
h anphmaHring of toe main 
elements of that strategy. 

• Quality and design: The 
role of design in business 
performance needs to be 
recognised in the models 
used by companies. Design 
factors should be be Incorpo- 
rated into toe Business 
Excellence model managed 
through the British Quality 
Foundation. 

• Project appraisal and 
design: Design expenditure 
ranks with R&D expenditure 
as a strategic investment for 
companies. 

There needs to be wider 
understanding of the project 
appraisal techniques rele- 
vant to such strategic invest- 
ments; standard net present 
value methods need to give 
way to finance techniques 
for valuing options used rou- 
tinely in financial markets 
but not in this broader con- 
text. This is crucial If toe 
strategic benefits of design 
spending are not to be sys- 
tematically undervalued 
across companies and there- 
fore the economy as a whole. 

• Effective teams for new 
product development: Deci- 
sions on new product devel- 
opment are rightly made at 
board level in companies. 

But many executives lack 
the knowledge of design and 
new product development 
issues, and it is difficult to 
create a common vision of 
new product strategy among 
executives with different 
backgrounds. Indeed, the 
need for such integration of 
knowledge is not often 
emphasised, and the result 
can be that market know- 
ledge or manufacturing 
capability is not sufficiently 
considered. 

Finding the techniques to 
allow cross-disciplinary 
teams to communicate and 
work effectively together is a 
significant management 
challenge. 

The author last month com- 
pleted a three year assign- 
ment as research director of 
the Design Council. 


Tim Jackson • On the Web 


Out of tune with the times 


FT id The Internet Directory 



m. 


v-S'* 




knpf* that you qa&find o^-wore^about 

Internet Directors?? 


W0 Aff pf thesrcrin be accessed ;via hyperlink cflrectfy 


£ftom the . Financial Times at http://www.FT.cDin " 4 "Z2 ZZ 


Wide 



If the ' US 
research, com- 
panies are to 
be" believed, 
the sale of 
, goods over toe 
internet; will 
i bring in. bun- 
! dreds of ■ bil- 
lions. ofdoDars over the next 
three years. 

But those sales have to be 
paid for somehow- . 

Although there are numer- 
ous new micropayment tech- 
nologies, credit cards are the 
most obvious , and dost uni- 
versal mechanism.’ ; 

The problem of credit card 
security over toe internet 
has been exaggerated. It is 
almost certainly safer to 
send a credit card number to 
a web site with a secure 
browser than to hand the 
card to a waiter in a restau- 
rant In any .case, the. indi- 
vidual is not. liable unless 
negligence Is involved. 

But there is one- big prob- 
lem with using credit cards 
over the internet: toe atti- 
tude of the banks that pro- 
vide merchant services. 
Many banks are still c o m ing 
to terms with toe idea of 
man order after.years of -ban- 
ning “customer-not-present” 
transactions. 

When faced with a new 
business feat proposes to 
operate over the-internet, 
some banks throw up their 
hands in horror. 

Last week an email in my 
in-box offered a reminder of 
this issue. It came from; 
Keith Hudson, 62, a retired 
industrial chemist who lives 
in Bath, England. 

Mr Hudson is developing a 
music publishing business. . 
named after a 14to century 
musical annotator Robert de 
Handle, which will sell cho- 


ral-music scores over the 
internet 

The company's web site, 
www.handlo.c6m, contains 
scores of more than 200 
pieces of . music, dating back 
from eiffly medieval to Rach- 
maninov. 

Its scores, which can be 
downloaded over the web 
..using Adobe Acrobat- format 
include famous works such 
as Vivaldi’s Gloria xn -D or 
Handel's- anthem Zadok the 
Priest - . but also numerous 
pieces by lesser composers 
such as Josquin des Pres. 
Gregor Aichlnger, Orazio 
Vecchi and Stephan Mahu. 

Many of' these pieces are 
hard to find through tradi- 
tional music publishers and 
shops. They are also expen- 
sive: an amateur choir stag- 
ing a concert of 10 short 
pieces can easily spend £35 a 
person on sheet music alone. 

Although Mr Hudson 
believes his service will find 
a thriving commercial mar- 
ket among fee 10,000 safe 
Choirs around toe world, his 
web site is clearly a labour 
of love. 

He has notated into digital 
format many of the .pieces, 
himself, working from out- 
of-copyrighi photocopies - 
claiming feat his work is 
better than that of the pro- 
fessionals at the Oxford Uni- 
versity Press. 

His site will also offer dis- 
cussion groups for choirs, 
and allow them to ask for 
specific pieces to be anno- 
tated- With . instant global 
distribution and very low 
mar ginal costs, Handlo looks 
as though it could easily 
become a highly profitable 
little business that might 
also provide a useful service 
to its customers. 

But one of Britain's clear- 


ing banks does not agree. 
When Mr Hudson tried to 
sign on with the bank as a 
merchant to accept credit 
cards, he spent two mouths 
filling in forms, only to be 
told at the end of toe process 
that his application had been 
declined without explana- 
tion. 

Mr Hudson was furious. 
“Another business of mine 
has been with them for 
many years with a good 
credit balance,” he 
explained. 

Discussing toe case with 
the head of merchant ser- 
vices of another British 
clearing bank, I was sur- 
prised to find the banker 
more informed about the 
internet than I expected. 
Security was not the big 
issue; if potential merchants 
could provide satisfactory 
answers to a technical ques- 
tionnaire, he said, they were 
in with a chance. 

But - the bank still 
appeared to have a rather 
crude risk assessment pro- 
cess. It gave black marks to 
merchants without trading 
histories, merchants operat- 
ing mainly by mall order, 
and mercha n t s working over 
toe internet - in short, all 
fee 1 characteristics common 
to fee companies that will be 
successful in electronic com- 
merce in fhture. 

The banker admitted that 
he had signed up fewer than 
10 merchants. Most potential 
merchants had been put off. 
even before getting to the 
stage of filling in an applica- 
tion fGrm- 

With some pride, his inter- 
net account manager said: “I 
give them the courtesy of 
one phone rail "■ 

What makes this striking 
is that getting card accep- 


-V 


tance tor internet transac- 
tions is much easier in the 
US. 

There are more than 200 
financial institutions provid- 
ing merchant services in the 
US. Also, a number of them 
specialise in high-risk cus- 
tomers, making profits by 
charging correspondingly 
high acceptance commis- 
sions and hunting their risk 
with the use of sophisticated 
software that tracks transac- 
tions minute by minute. 

The result is tbat for many 
European companies, the 
easiest way to accept credit 
cards Is to set up a US sub- 
sidiary, open a bank account 
for it, and process cards 
through that subsidiary. 

The fact that merchants 
are willing to put up with 
the inconvenience and the 
foreign exchange costs of 
operating in this way is an 
indictment of toe European 
banking system - and evi- 
dence of toe fact that many 
internet businesses cannot 
start without card accep- 
tance. 

And Mr Hudson? My 
advice to him was that his 
business probably does not 
need to worry too much 
about credit cards. The ama- 
teur choirs feat are his tar- 
get market are likely to be 
even more honest than the 
average person, and the 
repeat purchasing they are 
likely to require wOl make 
fraud fere temp tin g . 

So Handlo may well be 
able to thrive in spite of the 
bank's rebuff. But many 
other European businesses 
will not Will it be a sur- 
prise. then, if US companies 
dominate electronic com- 
mace? 

timjacksonifii3obox.com 




PIONEER 

CD-R DISCS 

£ 2.99 

EACH EXCLUDING VAT 

MINIMUM ORDER 10 
CONTACT SUE WEBB 



Tel: +44 (0)1*1 962 5000 
Fax: -»44 (0)181 962 5050 
E-Mail: sue.«ebb@hhb.co.ul( 
V0pjfmmMdi.co.vk 


International Internet Name Registration 


Have you registered your company, trade and 
product names around the world? 300,000+ 
names are already registered, are yours? 

Inamesl Protect Yourself. Register Now 


net 


FREEPHONE 0S00 269049 netnames@netnames.co.uk 


FOREX 

Read Dave Reed 
LIVE 

World business news from 
Financial Times Television. 
24 hour live commentary 
and FOREX analysis 
provided by Tullett & Tokyo 


n-ftlnAfaa 

Read it at 

www.ft-televisIon.com 

(orwww.tullett.co.uk) 


Tenders 


on the web 


An electronic database ol 
public contracts worldwide. 

www.tenders.co.uk 
Telephone +44 (Of 1 71 267 8969 


[New Packaging Waste Legislation 
|T» Meed fretp 

P^j undaistandnig 

SeOuoia ********* 

pannashlp is affected/ 
Essential fnformafion for Company 
Secretaries and Directors. 
httpy/ajnwMTld.compusave.axn 
drcmepages£eQjiOi3 




For factories and 
information see: 

www^jamesdobxo.uk 
TeL *44 171 629 7688 




EXECUTIVE 
EXTRAVAGANZA!! 


.http: -.wav. holiday - inn. cem 


or E-m3il us at 


xxhiw^'Csi. compuscrvc.com 


EarthCouncil 
Organisation “ECO-” 
a free cyberspace 
commonwealth 

Brains, courage and 
dedication needed to 
make this 21st century 
community a reality. 
You are invited to join blue 
print discussion forums on 
structural legal, financial, 
social issues on 

http://www.eco.co.za 


Tired of paying 
foryonr 
business 
information it 

www.businBssmonitor.co. irit 



OO® 

Ftrinfixmatino do GAM'S 
irit teas sod oats finds xe 
taptfwwtttitorfhganLcom 

Email mMtww iwfttj gfca™ mm 

■ftt +44 1624 632 777 


Ewry vwsek on a tVbrefay 

the FT gives you 
the chance to advertise 
your internet site to the 
FT s infloentiaf readers in 
160 countries worldwide. 


hi addition a& adver- 
tisements also appear on 
FT. Com 

- the FTs internet site. 
As part of the package we 

give you a unique 

opporiimfiy to attract our 
readers to your internet site 
through 

a five hyperlink. 

The number of registered 
users accessing FT.Com is 
rurtig at 470 , 000 and Is 
gowkgby 1400 a day. 

For advertising rates 
and farther details. 
Please call 

MARLON 

WEDDERBURN 

on 

01718734874 






16 


FINANCIAL TIMES MONDAY SEPTEM 




BUSINESS TRAVEL 


Travel Update * Roger Bray 


Take-off delayed 

Passengers flying between 
European cities suffered a 
worsening; of delay's in the 
build-up io the summer 
travel peak. Carriers 
belonging to the Association 
of European Airlines say 24 
per cent of their short to 
medium-haul flights were 
held up for more than 15 
minutes in June, while 1&2 
per cent were delayed in 
May. Figures For the 
respective months last year 
were 18.1 and 16.3 per cent 
Karl-Heinz Neumeister, 
the association's 
secretary -general, said: 
"Eight years ago, at the 


height of the last delay- 
crisis, the European 
transport ministers got 
together and said: 
'Something must be done 
about air traffic control/ 
What has happened In the 
meantime? A huge amount 
of political discussion and a 
limited amount of action. 
Hence the results.” 

Inflight illness 

Nearly a quarter of business 
travellers claim to have felt 
ill after eating an airline 
meaL according to a survey. 
Some passengers said they 
had been affected more than 


once. Airlines find It 
difficult to tackle such 
problems unless customers 
complain and several 
illnesses can be traced, to 
the same flight. 

The research, conducted 
on behalf of Executive 
Travel magazine, also 
showed about one in four 
passengers thought snacks 
were too small, while 
seafood emerged as the least 
popular dish, with 25 per 
cent refusing to eat It 

Sofia hotel 

Ketnpinski. the hotels group 
based in Berlin, has taken 
over management of a hotel 
in Sofia, the Bulgarian 
capital. The 21-storey, 


454-room International 
Zografski was formerly run 
by Inter-CantinentaL It is a 
short taxi ride from the city 
centre, and has a business 
centre, a conference room 
accommodating up to 600 
people, and a fitness centre 
and pool. Its four 
restaurants include one 
serving Japanese food - 
something of an oddity in - 
the Balkans. Kemp inski - 
plans extensive 
improvements, which 
should be finished by the 
end of next year. 

Denver proposal 

British Airways has applied 
to the Civil Aviation 
Authority for permission to 


.fly to Denver, Colorado, 
bum London Gatwlck. . Y : 
There has been ho noti-stop I 
service shm'Ctmtfatentai' 
Airlines stopped flying the: - v 
route two years ago. BA’s - > 
application follows a rise tu ' 
leisure traffic. ' 

Chauffeur option 

Swissair passer^ersflytog ' 
from Europe to the US can 
ask to be met by a 
-chauffeur, who-wffl help.';: : 
them with their hags and 
drive them to their hoteL */ • 
the new service is called V 
"Seamless Travel”. It fe !- . . •- 
available to travellera 7 - 
booking rooms at hotels 
operated by sister company 
Swlssotel In New York, ... . 


Chicago, Boston and ' . 
Atlanta^ The price, which 
■ the airline claims is about ' . 
the same as a taxi 
-farelnto town, 
everywhere except Boston, ' 
" Where it is $20, 

Stansted stop 

Transaera, Russia’s 
privately owned airline 
which Is due to launch /• 

; non-stop scheduled services' 
between Moscow and New 
ToirS oil October 1, also 
plans to fly the route via - 
Loudon Stansted. The 
airttite already operates 
between Landos Gatwick . . 
and Moscow via Riga, under 
a code sharing arrangement 
with KIAnUBga Airlines. 



Ukely weather in the leading business centres 

Men To* . * jt - 

>25 &>m. 
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CLUB CLASS 



Gillian Upton on how mid- price hotels have come to offer improved service 


Expect the 
unexpected 


F inding a decent busi- 
ness hotel in west- 
ern Europe for less 
than £100 (Si 60) a 
night used to be almost 
impossible. But belt-tighten- 
ing and subsequent down- 
trading has meant that in 
the 1990s there are stylish 
mid-priced, full-service 
accommodation available to 
the business traveller. 

As a result of the reces- 
sion, a trend dubbed "ame- 
nity creep" began in the 
more basic lodge or two-star 
sector. Lodges expanded, 
competition grew and facili- 
ties improved. Deloitte & 
Touche Consulting Group 
calls this sector the success 
story of the decade. Rooms 
here are priced between £35 
and £55. 

Amenity creep is a big fac- 
tor in the mid-price sector. 
In Paris there are now more 
than 20 hotels under the Lib- 
ertel brand offering more 
than you would expect in a 
three-star. 

Half are priced between 
£75 and £95. Rooms are 
equipped with millibars, tele- 
phone and colour television 
with movie c hann els, and 
some have air conditioning, 
something many older de 
luxe hotels do not There is 
no 24-hour room service, but 
breakfast can be served in 
the room and snacks deliv- 
ered by outside caterers. 

Twelve of these hotels foil 
under the Grand Tradition 
label, some of which tip the 
£100 mark. They offer extra 
facilities such as meeting 
space, a bar, larger rooms, 
more central location and 


more stylish interiors. Most 
have between 30 and 70 
rooms and are popular with 
Individuals, including a loyal 
following from the UK. 

"We call ourselves mid- 
price." says Luc Genest, UK 
director of sales for the 
group. “Our Grand Tradition 
covers our three-star supe- 
rior hotels and potentially 
we are as good as four-star 
hotels." 

The UK also has some styl- 
ish three-star contenders, for 
example the Malmaison 
hotel group, located in Edin- 
burgh and Glasgow, with 
rooms priced between £80 
and £85. In-room facilities 
include CD/hi-fi systems, pay 


R ates exclusive of 
value added tax - 
generally quoted by 
London’s five-star hotels - 
are spreading to more four- 
star properties. From next 
year nine four-star hotels 
from two hotel groups will 
be quoting rates withont 
17.5 per cent VAT. 

Hotels say their properties 
cater exclusively to interna- 
tional, particularly US, cli- 
ents who expect VAT- 


TV, two-line telephones with 
voice messaging and PC 
sockets in every room. Each 
hotel has a brasserie and 
bar. There is no room ser- 
vice but the mini bars have 
an extensive "tuck shop". 

The Malmaisons are the 
brainchild of Ken McCul- 
loch, who also runs 1 Devon- 
shire Gardens in Glasgow, 
and have collected four 
awards. New Malmaisons 
are set to open this autumn 
in Leeds. Newcastle and 
Manchester: sites in London 
and Paris are also planned. 

“We've gone by the budget 
hotel tag but we dropped 
that very quickly," says Mr 
McCulloch. “We’re a classic 


exclusive rates. But David 
Wltham, vice-president, 
international hotel market- 
ing at Carlson Wagonlit, the 
travel management com- 
pany, says: “Some hotels are 
using this ploy to disguise 
an increase in rates. Every- 
one will have to read the 
small print very carefully." 

One hotel, with a £140 
($222) VAT-inclusive rate for 
1997. will raise it to £182 
plus VAT (a 10.8 per cent 


contemporary hotel, an alter- 
native to the mainstream.” 
He plans to invade four-star 
territory with the new Mal- 
maisons. The Newcastle site, 
for example, will Include an 
executive floor for an addi- 
tional cost of £30 a night. 

Such has been the success 
of Malmaisons that what 
were 50-room hotels are to 
be doubled in size. In July 
the Glasgow property added 
a second, more casual Hining 
facility, a fitness room and 
meeting space. This autumn 
Edinburgh will undergo sim- 
ilar expansion and additions. 
The three English hotels will 
have fitness and meeting 
facilities, bar and brasserie. 


increase) for 1998 because it 
says it is directing Its busi- 
ness towards international 
clients. 

The general move Is also 
triggered by travel agents’ 
use of airline Global Distri- 
bution Systems. A VAT-in- 
clusive hotel in the GDS 
could look significantly 
much less competitive 
against one excluding VAT. 

Gillian Upton 


None of the national 
chains of three-star hotels 
across Europe has the con- 
sistency of a Libertel or Mal- 
maison- There are Novotels 
throughout Europe, Dorints 
In Germany and Belgium, 
and Jarvis Hotels in the UK. 

The budget-minded busi- 
ness traveller should single 
out individual properties 
within the chains. The 68- 
strong Jarvis Hotel group, 
for example, has grown 
through acquisition, so 
architectural styles, sizes, 
decor, facilities and locations 
vary. A few are without en 
suite facilities and only 17 
have Sebastian Coe Health 
Clubs, but most have meet- 
ing space, restaurants and 
bars. “We’re three-star plus," 
says Hugh Taylor, bead of 
marketing for the group. 
“We were never a plain 
square box." 

Design Hotels Interna- 
tional. which markets hotels 
with style across Europe and 
the US, has a few properties 
for less than £100 a night In 
Dresden, next to the Semper 
Opera House is the Art’otel 
Dresden, with several restau- 
rants, a jw||na 1 solarium and 
fitness area, garden terrace, 
hot buffet breakfast, meeting 
space and simple, unclut- 
tered guest bedrooms. Dou- 
ble bedrooms are about £83. 

The Hotel Claris in central 
Barcelona offers meeting 
space, caviar bar, gym, 
sauna, rooftop pool and res- 
taurant - and an Egyptian 
museum of archaeology. The 
price is £130 a night, but you 
can negotiate a corporate 
rate of £82. 


More rates quoted without VAT 


Passengers 

behaving badly 


T he abusive passenger 
is becoming a world- 
wide problem. Delta 
Air Lines crew suffer 100 
verbal and physical assaults 
a mo nth, while cabin crews 
in some airlines are seeking 
early retirement at 50 
.because of their stressful 
work. 

One businessman was 
recently less than happy 
when airport staff told him 
his luggage had been lost 
Already frustrated by a 
delayed flight, he stormed on 
to the tarmac, whipped out a 
pistol and shot out the air- 
craft's front tyre. 

“Every time there is an 
incident where the cabin 
crew feel compelled to bring 
someone off the flight-deck, 
there will be safety issues," 
says Leslie .Berkowitz, 
inflight services manager at 
the International Air Trans- 
port Association. 

The cause of most passen- 
ger misbehaviour is stress, 
according to Farrol Kahn, 
director of the Aviation 
Health Institute. Overcrowd- 
ing and queueing at the air- 
port raise adrenaline levels. 
Normally, these levels 
decrease through gaming 
control over a situation, 
either by standing up and 
fighting or by running. 
Instead, passengers are 
cooped up in cramped condi- 
tions on an aircraft, where 
they have no control. * 


FWt/NG OR 



"In these circumstances, 
they wait for one little 
excuse and then let rip," 
says Dr Kahn. In one recent 
case a septuagenarian hit' a 
steward after being told 
there was no more steak. 

Much of the abuse, how- 
ever, is down to alcohol. 
Dahl berg and Associates, the 
aviation consultancy, 
recently discovered that 202 
out of 708 major incidents 
logged by a US carrier over a 
six-month period were alco- 
hol-related. 

Another 74 incidents were 
smoking-related: more carri- 


ers are banning on-board 
smoking, leading the nico- 
tine-dependent into conflict 

as they try to snatch a fur- 
tive cigarette. Dahlberg also 
blames "changes In society's 
views on technology and 
authority’’ and “stresses 
related to mass travel”. 

So are the airlines them- 
selves partly responsible, 
having made flying such a 
miserable experience? 

Dr Kahn believes so, blam- 
ing airline marketing for 
creating expectations far in 
excess of what can be deliv- 
ered. “They give passengers 
frequent-flyer points and a 
limousine ride to the airport. 
But here they are at 39.000 
feet and they can’t even get 
a decent meal." he says. 

John Hothard of American 
Airlines says: “This is a low- 
margin business and we 
have seen meal services 
decline, more seats on air- 
craft and higher loads. Fly- 
ing today is a hassle, 
whereas 20 years ago it was 
a luxury." 

He adds: “Is there a rela- 
tion between this and the 
growth of abusive passen- 
gers? The answer Is yes. 
This is something the air- 
lines have to balance - 
although regardless of ser- 
vice levels, it is not right for 
anyone to be able to abuse 
one of our employees." 

Amon Cohen 



JDarely 1.64 mm thick, a hand-wound movement beats unerringly 
within a yellow or white gold case's purebred slimness. Les Essentielles, 
by Vacheron Constantin. Discretion in space and time. 


VACHERON CONSTANTIN 

i- The world’s oldest watch manufacturer 
Geneva, since 1755 


VU4 would be happy w pnwia you wtDi deuuad Wormwon about or watenos Hess feel free to write to: VMlwon Constantin, iue das Mouims l. CH-1294 Geneva. 


THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

Aeroqulp-Vlcfcara $0-20 

Asha nti Cap 5% 96 Each Gtd Nts Mv 

2003 $27.50 

Atlantic RfchfWd $0.7125 
Bering Tribune Inv Tot 22p 
Brunswick $0,125 
Bidmer (HP) B.82p 
C9CKL26 
CerpetrigM llJSp 

CKy Mortgage Rcvtrts 1 Mtg Bckd FRN 
Feb 2023 Ser 1906-1 £47.05 
Do 2 Mtg Bckd FRN Oct 2023 Ser 
1996-2E52.6e 

Do 3 deal Mg Mod FRN Oct 2023 
E5057 

Do Ctase B Mtg Bcktf FHN Oct 2023 
£71X5 

Do 4 Class A Mtb Bckd FRN Ayg 2028 
Ser 1897-1 £56.54 

Do Cleee B M^j Bckd FHN Aug 2028 
Ser 1687-1 £71.35 
Do 5 Ctees A DW bit Mtg Bckd FHN 
Sep 2032 £4649 

Do Ctes B DU tot Mtg Bckd FHN Sep 
2032 £81.97 

Do 5 Clan A Mtg Bckd FHN Mer 2028 

Ser 1887-3 06-77 

Do Class B Mtg Bckd FHN Ma 2029 

Ser 1997-3 £71.35 

Clarke (R 2.035c 

Co m m o nw w Wi Bwik of Australia 6*96 
Nts 2000 AS87.50 
Crest Packaging 2.75p ' 

Dana $0.27 
Dover $0.19 
Dyson (J 4 J) 3.75p 
Do A NMg 3.75p 

Edinburgh Inv Tst 3.6596 Cm Pi 1325p 

O hnc ta w t on 0.67p 

Gotten Vale fF».72p 

Goode Durrait 6Jp 

Grwode FHN 1899 £1835.19 


UK COMPANIES 


Guaranteed Export Fb 109696 Gtd Bd 
2001 £1082.90 
Honeywel S0JZ7 
KPN FL1.10 

Welland Bank Non-Cm S Pf Ser A1 
$0,355 

Do Non-C m WVtg $ PI Ser A2 
SJI 06875 

Do Non-Cm $PT Ser B1 $0.41 
Do Ron-On S Pf Ser B2 $0.1025 
Mental (Wrt* 5K96 Cm Pf 2.625p 
NaUanala tovestwtngtasik Sb FHN 
2002*14431 

Newcastle Bldg Scty 129696 Perm kit 
£83.125 

Pendefard Mortages No 1 Class A1 
Mtg Bckd FHN 2037 £821.76 
Do Clese A2 Mtg Bckd FRN 2037 
E17KL08 

Do Ctoss A3 Mtg Bckd FHN 2037 
£171603 

Do Ctass A4 Mtg Bckd FRN 2037 
£1718.02 

Do Ctess A5 Mtg Bckd FRN 2037 

£1760.40 

Psmzofl 3025 

Proopect 1 Asset Bckd FHN 2003 
£1785.76 

Do Mezz Cis 2003 £484.84 
Quebec 12*96 Ln 2020 £8.125 
Switander Fto Sb GW FRN 2004 
S314J3B 

Senwa AUteraJo Hn Gtd BretfFRN 2004 

*1695.86 

Seagram SO. 165 

Spargo Consulting 2_25p 

Stmisy Leisure 2_8p 

Sweden 99696 Ln 2014 £48730 

TRW $031 

Taverners Tst CL2p 

Thames Asset Global See No 1 Cbm 
A2 Asset Bckd FRN 2037 £171343 
Do Class A3 Asset Bckd FRN 2Q37 
£17234 


Do Ctess B Asset Bckd FRN 2037 

£179241 

Thomson $0,145 

Uny 3.796 Nts 1988 Y3700004 

Ushers of Trowbridge 0.8p 

Wrtrtpod $044 

■ TOMORROW 
ftogto & CTseas TM 0.65p 

Chaster Asset Rcvbfe No 2 Asset Bckd 

FRN 2001 £189347 

Estates & General 0.3p 

Helton R225p 

Limited SO. 12 

Louisiana Land & Expin $006 
Santander Fto Sb Und Var Rata Nts 
*4328.47 

Sumitomo Chon FRN 1997 Y20284J) 
Vsndome Luxury &78p 

■ WEDNESDAY SfcPIhMUEH 17 
Angk> American Platinum R1 J35 
Chase Manhattan Sb FHN 2009 
*161.74 

Christfaria Bank Sb FHN 2001 *28069 
Hongkong 6 Shwjghal Banking Prim 
Cap Und FRN Ond Ser) S7&87 
Lahd Sec 69(96 Cv Bd 2002 £48.1876 
MDX PU*C4*96 Cv Bd 2003 $47.60 
Masthead teaiaance Undervnting i.7p 
h&fiand Int Hn Gtd FRN 1999 $287.08 
P otgle te aiMUst Ptauro R0J2 
RIB Mining £175.16 
Royal Bank of Canada Htg Rate Db 
2085 *153.33 

Spins* AB FRN Sep 1898 *16093 
Total Systems 0.75p 

■ THURSDAY SEPfEUBBt 18 
Aegon F^LlAO 

BPI Cap Hn Ser A Fhg Rate Gtd N/Vta 
Pf $0.48 

Coral Productat.5p 

Gold bit Hn Tranche B FRN 2002 

Y330625.0 

Do Tranche C FHN 2002 Yt 109041.0 
Htoem l an <Ft3.5p 


■ TODAY 

COMPANY MEETINGS: 

Pan Andean R eeowreee , Tower TWste 
Hotel St Katherines Way, E. 10 JO 
US Smaller Co’s Inv Tst, 20. 
Famngdcn Road. EC.. 10J0 
BOARD MEETINGS: 

Finals; 

City Technology 
DWgMy 

European Leisure 
PluUv Income 
SCI Entertainment 
Seoond AMance Tet 
8 Mn» Ph onno couB co h 
bitertms; 

Bbgdan bids 
British Polythene 
Dagenham Motors 
EngBeh CHne Ctaya 
Havelock Europe 
He Nth cell 
HortBog 
Inc he ape 

I n de p e nd ent Radio 
Laporte 

London 6 Manchester 

LoDflUMga Int 

Morgan CrudMs 

Premle i a 

Hasten: 

go nr Mone 

Sharpe & Hater 

ToruHhv 

Travis Perkins 

Ws ihigto n 

Wbataan 

■ TOMORROW 
COMPANY MEETINGS: 

EudMan, 7. BteMn Lana ECL, 3.00 
EurtxSs Electron, Roman House, 

Wood Straw. EC.. 12LQ0 

Games Work sh op, Cumbertend 
House, 35. Park Row. Nottfrigham, 

10 JO 

Lomond Unde rw rit ing, 7, West Nfa 
Street Glasgow. 11 JO 
BOARD MEETINGS: 

Rnate 
Alum— o 

Domestic 6 Gooerai 
Potteig W dara tey 

Hkjre 


Ii4a rtmc 

Acorn 

Alien 

Bakd (WmJ 
Bensfln 
B i t baw la 
Brim 

era 

Capital teds 

DRS Pots A Research 

Delta 

Exeo 

Glasgow Inc Tst 
Kbigifaury 
Linton Pwk 

London Bridge Software 

Moristam 

Movriem (John} 

AvnkrOI 

flsx wi i 

Ruse sB ( A ka wndu il 

SGB 

St lames 1 ! Piece 

Tfgiinr ljfnnrWwm 
IGJKA VTOLXJVTT 

Teeoo 


wvitirnii i rort i uajo. 

Aba. Harvard House. 14-1 a T 
Road, Baking, Esoen, 11 JO 
Aade, Pudesy Civic Hafl, Puda 
11 JO 

Cook (DC), avaSow Hotel, We 
Bawdy Road. Rotherha m , 123 
Coral Products, Holiday lm C 
Plaza Mkfand HotaL Pea Stn 
Manchester. 12.00 
Courts, 160A. Ftet Street EC 
®bto Maw, The Qabtersi Ivy 
SeRsfawy. 2 J 0 

SomerlMd, Forte Posthom K 
FWon Road, Hambraok. Brtetd 
^»art & Wight, 82. New Cai 
Street, W., 1145 
VDC, The Racecouree. Yoric, 1 
Vbaplant, Central Hotse. Be< 
08ey Road. Harrogtee 
Voeafi*. Chasten Hose. MU C 
Great Stafford, CambnOge. 
12.00WBshaw, Rlctimor v nd HB 
Wcftmond mi, Suray, 9JQ 
board NCETINGS 
Rnafc 
MR ftp 


tetart ma. 

BQ 

Bowtborpa 

Brftwnfc Aaauranoa 

Ctaramont Garments 

Fulmar 

GMWiar 

Hardy Ol A Gaa 

Nngflaher 

Laing (John) 

Matthews (Barnard) . 

Ma ybom 

Next 

PT8 

Qutefty Software 

sau 

Savoy Hotel 
TrWty tat 

Wossal 

MAnoupa 


COMPANY 

flftlemi QaW, Tower IMsde HotaL 

•®*tartr»e Wby. E. 1030 
BabwWax.Nw 1 ^ Drift 

Road, IMncbor. Bofcx, 430 
Eu^ Minster House, Plough Lana 
8.W, iaoo 

MTE, Stable Block. Btetoy Wood. 

wtlngton. atsttf. 12JJ0 

Btetoeaa, 70. North Row. f 
Lane. 1230 

Scoddor Utfn America bw 1st, 
Savov HoW. 1. Savoy HN. W.C, i; 
OMd P te gno a flua i. Queen Am 
Gala 5.W. 11.00 
BOARD MEETINGS: 

Fnate 
O eUio ue e 
Mogntm Power 
Pantheon fat 
WMtoYoang Green 


AW tot 

AMghtAWBaon 
British Borneo Petroteum 
Ctamlng (W) 

Ckm 

Daky Farm 
Fired Ear* 

Foflcas 

French C om wctton 
Gaast 


Lloyds Bank Ser C var Rare Sa Nts 
1996 £173.45 

Stats Elec Comm of Victo-ia 9'i% Ms 
2003 AS9SL50 

Tokal Fin (Curacao) Und FRN 
Y1 209883.0 
Zotefcams 3 Pp 

■ FRIDAY SEPTEMBER 19 
ABN Amro FLO 33 

Akam Aluminum SO. 15 
American Int SOJ75 
Btonlngtam Mila hi res Bag Say FRN 
2000 £171.81 

BH Cap Fin Ser B Step-up Gtd FRN 
NiVtg PI S044 
Christie Ip 

East Rand Gold R0.65 
Etondwand R0.60 
Gartmore FtedgBng index Tst 0-4p 
Haiders Technology 2p 
IWP Int IR3.i4p 

Look Rn No 1 Class A1 Mtg Bckd FRN 
2037 £1272.42 

DO Class A2 Mtg Bcld FRN 2037 
£173734 

Do Class M Mtg Bckd FRN 2037 
£1765.53 

Do Class B Mtg Bckd FRN 2037 

21853.59 

Limit 1025p 

Lomond Underwriting lOp 
Manrbenl tot Fti Euro Yen Gtd Nts 
1998 Y5290B1.0 

North Mkfland ConsbucKcn 1.5p 
Oriental Restaurant 2p 
Ftansomea 5’A% Cm PI l.925p 
Shendwfck tot 0.43p 
Southvaal R3.60 
Treasury 11V5,96 2001-04 £5.75 
Veal Rests R 7.55 
Western Deep R2.95 

■ SATURDAY SEPTEMBER 20 
Barlow hit tows 796 Gtd Cv Bd 2004 
S3S0.Q 

EwtateJOr 10*496 2005 £5-25 


Ha nover Int 
Hong Kong Land 
Hwittelgh Tec hno logy 
Irish Ufa 
KwBc-Bt 

WTL tostrumants 
Mwidarin Oriental 
MoAlpIne (AMnsd) 
Morrison (Wm) 

P&O 

RMC 

SfQ 

■ S e r v teai r 

Sun Ufa A Prov in cial 
Ttbbett A Britten 
TMwyDooglaa 
Wtokes 


Scotland Inv, 10, Queen: 
Terraco. Aberdeen. 12.00 

latFIoor, Centre Pam. 
Sheet W.G.. 1200 

ffW^ SHpThisfla HcM. Monument 
gaBn . Weytyidoo, Sunny. 2.00 
BOARD MffiTINGSc 
Rnete: 

« •« Leisure 
GonAhoad 
Northamter 
totarimK 

■tenflna Mattaaow 
<ta«no Strategic 
Morifei Cunia Pacific 
W^Tsrtx* Value 

rrKMtkigs unions otherwise stated 


Re *?^ ** accounts are 
rCT no rmay avaflabto uny 
^radmately six weeks after the 
oowd mee ttog to approve the 

preenAaay restate. 

TNs 8gt is not necessarily 
e ®JWe®lvs since contDamcs a* 

sasgsw aa’ 

wnesmeemente. 
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NEW YORK 

A huge retrospective of . 
• US artist Robert; 
Rauschenberg (b.1925) 
opens at the 


tomorrow.: 
David .'... ;■ 
Harwood fe 
Othello, Simon ; 



and CiaraBWr^Deedemona. 

On fYtdsy.TreVor Nuno 
Taunchestfe artisttodirBctoiship 
;^.the.Nsdkbawftfi.Ms.naw •■. 
i&ging of .Ibsen's An Enemy of 
.the People . ■■The pfayls gfvenfo a 
hew verelon by Christopher - 

Hampton, and lari McKellen 
(above) j-etuma to thestageafter 
several years; to bad a cast that 
aJso includes Penny Downie and 
John Wooth/ba This Is.Nunnis 
first productidn at "the NMtonal 
since Arcadia fn 1993. ; 


Guggenheim Museum on Friday. 
With 400 works Spread across 
the museum's two branches. It ta 
ttie largest one-man show in the 
Guggenheim's history. Next year 
It wifl travel to Houston end 
BDbaa 

On Thursday the Metropolitan 
Museum is mounting an eochibftbn 
of marethan 90 woodcuts, 
engravings and etchings by 
Picasso fleR), mainly from the 
years 1900-42. They come from 
the Miisde Picasso in Paris, and 
several win tashown in 
unpubtehed progressive states, 
as a study of the artist at work. 

'Renee Flemings. soprano 
soloist on Wednesday at the 
Avery Fisher Hall in the opening 
concert of the New York 
Philharmonic's 1997-8 season. 
Kurt Masur conducts works by 
Prokofiev, Mozart, Strauss and ■ 
Brahms. 


BARCELONA 

An exhibition exploring Mod's. : 
Units "with oriental culture opens 
at the Fundacfc Joan MlriS ore . 
Friday. The showfoflows some of 
the devetopmente In hfe,airt. after ; 
his first . . • 

PITTSBURGH 

Mariss Jansons 
makes his debut 
on Friday as 
the Pittsburgh , 

Symphony 
Orchestra’s;. 

musk; 

director; His " 
inaugural 
programme ail " 

Heinz Hail 
features 

symphonies by Haydn 
and. Mahler. Jansons, who Is 
also music cfirector erf the Oslo 
Philharmonic, wrtf spend 1 1 



.weeks in Pittsburgh th» season : 
and take-toe. orchestra on tour to - 
toerRer East y . .... 

■GENEVA • 

.Whflftlong^ewaiterf 

improvements anefmade to toe 
'jSrwto Thedtra, the 

Geneva Opera is . 
gMngmost ofits 

pertbrrrances - 

tots season in' 
the Forces 
Matrices, a-, 
converted, 
factory. Th© 
opening ; 

. production » - 
Offenbach’s 
Orpfbeaux . v 
"Enters, conducted - 
by Marc Minkowski. ;- : 

« - Anntek Masais (left), star of 
Gfyndeboume’s Le comte Ory 
.tos summer, sings Eurydice. 



n»*tm 




R oyal Opera must be 
mopping its corporate 
brow. While the Royal 
Opera House is closed 
tor redevelopment, there was no 
way of telling whether the well- 
heeled audience that jostles tor a 
comer of the Crush Bar to swill 
its champagne would be willing 
to join the company on the road. 

Apparently there was no need 
to worry. Every seat was sold for 
the opening night of Handel’s 
Giuiio Cesare at the Barbican 
Theatre on Saturday and there 
must be a reasonable ehance that 
patrons will also be willing to 
venture out to the Shaftesbury 
Theatre or the Royal Albert Hall. 
There is no plush red velvet but 
at considerable cost the Barbican 
has put in an adjustable orches- 
tra pit. As a venue for small-scale 
opera, it works well enough. 

Unfortunately, it seems nobody 
remembered to pack a sense of 
style. Handel is notoriously diffi- 
cult to stage for a modem-day 
audience and it is all too temp t- 
ing to slip into the old camp rou- 
tines. What this Giuiio Cesare 
needed was a producer who had 
the guts to say. “Darlings, let's 
really be outrageous. Get those 
hands off your hips and stop 
pursing your lips. We’re going to 
play it straight for a change.*' 

No such luck. Nireno dresses 
up as Cupid in a silver, sparkly 
number and trims his arrow on a 
celestial pencil-sharpener. A 
‘ group of ballet boys drafted in to 
play centurions twirl fhetr red 
tunics and go skipping off to war 
like the Julian Clary First Battal- 
ion of Roman Guards. There is no 
harm in poking fun at the drama, 
when Handel does it himself 
(“What lovely hair!", says Julius 
Caesar of Cleopatra with a wink, 
pricking the pomposity of their 
triumph celebrations) but it has 
to be done with style. 

This first production by the 
roving; Royal .Opera ominously 
sets its sights low. 1 do not object 
that the sets are scanty because 
we cannot expect lavish shows 
while the company is on the 
road, and in any case Joanna Par- 
ker’s colourful designs know just 
how to place a couple of pyra- 
mids or palm trees on an empty 
stage. It is the tone of Lindsay 
Posner’s production that is cut- 
price. There is none of the club- • 
class intellectual wit of ENO’s 
Xerxes or the lofty aspirations of 
Glyndeboume’s Theodora here. 

The opera is sung m Italian, 
although this first cast is all 
English-speaking. Ann Murray 
has come a long way from the 
modest, well-schooled young 
mezzo she was at the -beginning 
of her career. As Giuiio Cesare, 
she goes into battle with extro- 
vert energy,, rasping chest notes, 
a steely top and breathless inten- 
sity. every implement of a mod- 
em singer’s vocal armoury that 
she has to hand. If only the voice 
retained some of its former 
beauty and dignity. 

The plum role is really Cleopa- 
tra, who gets three of the four 
best arias. Amanda Roocroft 
looks surprisingly cheerful about 
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Amanda Roocroft and Brian Asavva in ‘GfuCo Cesare’ 


Opera/Richard Fairman 


On the road but not 
the right track 


having to play her as the bimbo 
of the Nile mid sounds in healthy 
voice. After Verdi. Strauss and 
Puccini, Handel must come as a 
bit of a turn-around, but she 
sings as if the agility and the 
Baroque gleam in the tone have 
always been there. The big arias 
almost hit the mark, but not 
quite. Either her wards were too 
murky or she was not getting the 
help she needed from the pit 
Four hours is a long time to sit 
in the theatre and the reward 
with Handel comes when the 
music lifts on to a higher plane. I 


only felt that a couple of times, 
mostly when David Daniels was 
frin g in g . His beautiful, pure high 
counter-tenor made Sesto the 
character one wanted to come 
back again and again. Brian 
Asawa was a fine Tolomeo and 
Jonathan Peter Kenny an able 
Nireno. AH these counter-tenors 
are edging mezzos out of Handel 
now and it was a relief to find 
Catherine Wyn-Rogers playing a 
dignified, if not very personal, 
Cornelia. Gerald Finley’s lovely 
lyric baritone was wasted on 
Achilla, who has nothing inter- 


esting to sing. The Royal Opera 
should be saving him for bigger 
and better roles elsewhere. 

In the Barbican Theatre’s 
smart new pit, the Royal Opera 
Orchestra was on its toes deliver- 
ing some nimble playing under 
Ivor Bolton. It seems ungrateful 
to complain when the perfor- 
mance sped along, but there was 
not much else to it. We do not 
always want Handel as exagger- 
ated as William Christie's at 
Glyndebonrae. but a glimpse of 
Its passion and heartbreak would 
have been nice. 


Theatre/Alas tair Macaulay 

All style and elocution 


T he Royal Shakespeare 
Company seems finally 
to have understood that, 
for a long time, many of 
its Shakespeare productions have 
been only incompletely audible. 
So what do we get now? In its 
new production of Henry V, 
everybody stands, faces the audi- 
ence as much as possible, and 
pumps out prize-winning elocu- 
tion at levels between forte and 
fortissimo. Not even the grim gen- 
erator-like whirr of the Royal 
Shakespeare Theatre's air-condi- 
tioning can drawn a syllable. 

The result, unfortunately, feels 
less like a play than an oratorio. 
Henry V is, th ank heavens, 
unsinkable: which is just as well, 
for it has to steam through this 
production as if it through Arctic 
ice. Ron Daniels directs. He has 
contradictory notions about the 
style he wants .Much of the time, 
he makes it a stylised production 
where few people look each other 
in the eye, and where everyone 
faces front and orates like hell. 
Now and then, however, he 
makes it naturalistic, with King 
Henry hugging people and sol- 
diers swigging from drinking- 
flasks. 

Most of the scenes are in mod- 
em dress, yet the action is so 
scorched by Peter Mumford's 
exaggerated side- and top-lighting 
that everything looks artificial. 
Ordinary acts like smoking a cig- 
arette look portentous, preposter- 
ously luminous. In the French 
camp, when we see the Dauphin 
with fabric wound round his dia- 
phragm prior to donning his 
armour, his naked pectorals are 
so spotlit from above that they 
look protuberant, as if he were a 


bare-breasted Cretan priestess. 

- The designer is Ashley Martin- 
Da vies. He puts the English into 
20th century gear, and the 
French into any which era. At 
Agincnnrt, the Dauphin and col- 
leagues trot around with medi- 
evally caparisoned costume 
"horses” hanging around their 
waists like crinolines. In a play 
where Shakespeare, using the 
chorus as his mouthpiece, longs 
to make us see truth rather than 
simulation, this RSC crew of nin- 
nies - Daniels. Mart in-Davies, 
M umf ord - try hard to aim 
straight in the reverse direction. 
Style, style, style: it is flaunted 
here obtrusively. 

T he performance given by 
Michael Sheen is, alas, 
no more consistent than 
the production. He is a 
capable, unusual actor, and he 
has a febrile quality and a rat- 
like brightness of eye and tooth 
that he has used very well in a 
range of roles. Technically, he is 
still growing: he shows here a 
vocal assurance and a physical 
fixity that I have not seen in him 
before. At least, sometimes he 
does, far this is a wholly unre- 
solved performance. You see 
Sheen shunting from one shrewd 
actorly decision to the next and 
meanwhile the character of 
Henry, even within a soliloquy, 
becomes increasingly nebulous. 

If you love actors, this is one of 
those several RSC productions 
where you weep on their bebalf. 
It abounds in performers who are 
talented, and it does what It can 
to scupper them. In the most 
static court scenes. 1 was grateful 
for Nicholas Day as the Duke of 


Exeter, he has the kind of bur- 
nished vocal beauty that the pro- 
duction seems to want, and yet 
he also calmly makes sense of 
the words. Tristan GemmiH, who 
suffers the production’s worst 
indignities, nonetheless makes a 
serious Impression as the Dau- 
phin: his stillness and vocal 
authority are valuable assets. 
Norman Rodway. playing the 
Chorus and other roles, is 
inclined to over-inf] ect, but there 
is no doubt we are watching an 
actor of seasoned skill. Karine 
Adrover, a perfectly francophone 
Princess Katherine, is charming. 
As Fluellyn, another failsafe role, 
Alan David hams like billy-oh, 
and yet he too is charming. 

Each of them, and everyone 
else, could make 10 times the 
impact in a more actor-friendly 
and less intrusive production. 
The pace is laborious. The music, 
by Colin Towns, is of the RISC's 
worst kind: you feel sad for the 
out-of-sight musicians working 
each night to produce something 
that is so amplified that it sounds 
badly taped. I have the horrid 
feeling that Daniels «nd his team, 
when p lanning their production, 
went to the recent production at 
Shakespeare’s Globe - easy 
humour, live musicians visible, 
unostentatious Elizabethan 
dress, daylight as long as possi- 
ble, relaxed rapport with audi- 
ence - and decided to do the pre- 
cise opposite. 


Royal Shakespeare Theatre, 
Stratford-upon-Avon until Sep- 
tember 27; then touring nation- 
ally - Manchester, Norwich , 
Bradford, Glasgow, Bath, Wok- 
ing - until December 13. 


Y ears ago the New States- 
man's competition for a 
description of a typically 
British institution as 
seen by an uncomprehending for- 
eign reporter was won by a won- 
derfully po-faced Pravda vision of 
the Last Night of the Proms: that 
Ease is tic, imperialistic rally to 
keep the enslaved Celtic races 
happily conned that they were 
part of an empire. 

The Celts are now more iffy 
but such attitudes are still pro- 
mulgated by the well-meaning 
babbling classes. What they 
would say to a genuine, non- 
parodied national day like le qua- 
torae jinllet or the Fourth of July 
I dread to think. 

Admittedly, last Saturday’s 
conclusion to the Proms saw a 
faint element of laddishness. The 
worst-timed levity and the most 
obtrusive silly noises emanated 
not from the p rommers hut the 
dearer seats. 

Post-Diana and Pro-Devolution, 
the atmosphere seemed slightly 
different. Plenty of Union flags, 
Welsh dragons, St George’s 
crosses, banners of France. Ger- 


The Proms 

A party 
open to all 
guests 

many, Denmark, the Canadian 
maple leaf and the stars and 
stripes testified to our big 
national party being open to all 
guests. 

Judith Weir’s Sanctus from the 
14-composer Requiem of Reconcili- 
ation, getting its first British air- 
ing. revealed an attractive oppo- 
sition, then blending, of 
ominously shimmering orches- 
tral texture and warmly reassur- 
ing choral writing: a light leading 
the way through a darkling 
wood. This segued into Trans- 
ports de Joie from Messiaen’s 
Ascension, another affirmative 
statement played in its organ ver- 
sion by Wayne Marshall. 

As much as Messiaen, Gersh- 
win is part of our neurotic centu- 


ry's hurtle through hedonism 
and horror; but in the piano and 
orchestra variations on I Got 
Rhythm, Marshall failed to dispel 
the heretical suspicion that 
Gershwin went on too long when 
confronting classical forms. 

The evening's other soloist, 
Anne Evans, sang Isolde's Liebes- 
tad with even, well-knit tone in a 
rapt musing interpretation half 
in love with easeful death; not 
the usual orgasmic trumpet-call 
but full of BmiqheiL 

If the voice was slightly small 
for Isolde, it was rather cumber- 
some in the florid passages of 
Agathe's Leise. leise from Freis- 
chuter, but an encore, in a plumed 
helmet surely snatched from Loh- 
engrin for the occasion, beauti- 
fully illustrated accurate vocal 
placing is more important than 
volume in BrOnhhilde's battle- 
cry. 

No Birtwistle to cause outrage 
this year, the London premiere of 
a Britten Irish Reel had the prom- 
in ers bobbing and swaying before 
the customary high-jinks began- 

Martin Hoyle 
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■ AMSTERDAM 


DANCE 

Het Muziektfieater 
Tel: 31-20-551 8911 
Giselle: Dutch National Ballet in a 
staging by Peter Wright Sep 16, 
18, 19, 21 

OPERA 

Het Muziektheater 

Tel: 31-20-551 8911 
Das Rheingold: by Wagner. 
Netherlands Opera. New 
production, directed by Pierre 
Audi and conducted by Hartmut 
Haenchen; Sep 17, 20 


■ BERLIN 


CONCERTS 

Kammennusiksaai, 


1-2548 8354 

*iff performs Schubert 

atas; Sep 15, 17, 19 


Phttoarmonie 


Tel: 49-30-2548 8354 
• Alfred Brendel: performs a 
programme of works for p*an° 


including pieces by Liszt, 
Schumann and Haydn; Sep 21 

• Berlin Philharmonic Orchestra: 
conducted by John Eliot Gardiner 
in works by Mozart and Berlioz; 
with wind soloists Emmanuel 
Pahud, Albrecht Mayer, Stefan 
Dohr and Stefan Schweigert; 

Sep 16, 17 

• Run df un k-Sinfon ieo rc h ester 
Berlin: conducted by Udo 
Zimmerman in a programme 
including works by Z lm m e iman, 
Lutoslawski and Hofmann; 

Sep 19 . 

• Sfnfonieorch ester and Chor 
des MDR Leipzig: conducted by 
Michel SwierezewsW in works by 
Schenker, Blacher and 
KrStzschmar; Sep 18 

• SQdwestfunk 

Sinfonieorchester. conducted by 
Michael Glelen in a programme 
including works by Kurtdg and 
Ravel. With the EuropSische 
Chorakademte Mainz; Sep 15 

OPERA 

Deutsche Oper 
Tel: 49-30-34384-01 

• Afda: by Verdi. Staged by 
Gdtz Friedrich, with sets and 
costumes by Pet Halmen; Sep 20 

• Der Prinz von Homburg: by 
Henze. Conducted by Christian 
Thielemann in a staging by Gdtz 
Friedrich; Sep 21 


m CHICAGO 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 
Nabucco: by Verdi New 
production staged by Elijah 
Moshinsky and conducted by 
Bruno BartoJetti. Cast includes 


Maria Guleghina'and Samuel 
Ramey; Sep 20 


■ LONDON 
CONCERTS 
Queen Elizabeth Hall 
Tel: 44-171-9288800 

• London Soloists Chamber 
Orchestra: in works by Mozart, 
conducted by David JossfbwHz; 
Sep 15 

• Royal Philharmonic Orchestra: 
conducted by Bjarte Engeset in a 
programme of Norwegian 
classics, including works by 
Grieg and Saeverud; Sep 16 

DANCE 

Sadler’s Wells at the Peacock 
Theatre Tel: 44- 171-314 8800 
Les Ballets Trockadero de Monte 
Carlo: return visit of the all-male 
touring company. Programme 
One features Swan Lake Act 
Two, Esmeralda,- The Dying Swan 
and Paquita; Sep 15-20 

EXHIBITIONS 
Barbican Centre 
Tel: 44-171-638 8891 

• Don McCuUIn - Sleeping With 
Ghosts: major retrospective of 
wcxk by tiie photo-journalist 
which spans his careerfrom 
1959 to the present: to Dec 14 

• James Ensor 1860-1949: 
more than 140 works by 
Belgium’s foremost expressionist 
artist Includes early studies of 
Ostend, portraits of the artist's 
family and friends, and the 
carnival paintings for which he is 
best known; to Dec 14 

Barbican Theatre 
Tel: 44-171-638 8891 


The Royal Opera: Giuiio Cesare, 
by Handel. The season opens 
with this new production, 
directed by Lindsay Posner and 
conducted by Ivor Bolton, with 
designs by Joanna Parker. Cast 
Includes Amanda Roocroft and 
Ann Murray; Sep 15. 17, 20 


■ LOS ANGELES 

OPERA 

L. A. Opera, Dorothy Chandler - 
Pavilion Tel: 1-213-972 8001 

• Fedora: by Giordano. La 
Scala production staged by 
David Edwards and conducted 
by Edward Downes. Cast 
includes Maria Ewing; Sep 17, 20 

• La Boh&me: by Puccini. 
Revival of Herbert Ross’s 
production, designed by 
Christopher Harlan and 
conducted by Williamo Vendice; 
Sep 16, 19, 21 


■ MUNICH 

CONCERTS 
Philharmonic Gasteig 
Tel: 49-89-5481 8181 

• Munich Philharmonic 
Or c he s tra: conducted by 
Gianluigi Gdmetti in La Rondind, 
by Puccfni. With the Munich 
Philharmonic Choir, Sep 15, 16 

• Staatskapelle Berlin: in works 
by Beethoven. With conductor 
and soloist Daniel Barenboim; 
Sep 17 

DANCE 

Bayeri&che Staatsoper 
Tet 49-89-2185 1920 
Bayertsche Staatsballett in a 
programme of works by Hens 
van Manen - Concertante, Grose 


Fuge and Black Cake; Sep 21 

Bayerisches Staatsballett 
Tel: 49-89-2185 1920 
Giselle: choreographed by Mats 
Ek. with sets and costumes by 
Marie- Louise Ekman; Sep 21 

OPERA 

Bayerische Staatso p er 
Tel: 49-89-2185 1920 

• Aida: by Verdi. Conducted by 
Roberto Abbado and directed by 
David Pountney, with sets by 
Robert Israel; Sep 20 

• Die Meistefsinger von 
NOmberg: by Wagner. Peter 
Schneider conducts the season's 
opening event. In a production 
by August Everding. Cast 
includes Adrian ne Pieczonka; 

Sep 18 

• Die ZauberflOte: by Mozart 
Conducted by Hans Drewanz in 
a staging by August Everding, 
with designs by JOrgen Rose; 
Sep 19 


■ NEW YORK 

OPERA 

New York State Theater 
Tel; 1-212-870 5570 

• L'ltaliana In Algeri: by Rossini. 
New York City Opera/ 
Glimmerglass Opera. Conducted 
by George Manahan and directed 
toy Christopher Alden; Sep 17 

• Macbeth; by Verdi, New York 
City Opera. New production 
directed by Leon Major and 
conducted lay George Manahan; 
Sep 18, 21 

• The Magic Flute: by Mozart. 
New York City Opera revival. 
Conducted by Derrick Inouye in a 
staging by Lotfi Mansourl; Sep 


19, 20 


■ PARIS 

CONCERTS 

Theatre des Champs Elysees 
Tel: 33-1-49525050 
Orchestra National de France: 
conducted by Charles Dutoit in 
works by Stravinsky and Orff. 
With soprano Patricia Petition, 
tenor Stanford Olsen and 
baritone Hakan Hagegard; Sep 
17, IB 

DANCE 

Theatre des Champs Efysdes 
Tel: 33-1-49525050 
Bejart Ballet Lausanne: 
Jerusalem, citg de la paix. 
Programme 1, with choreography 
by Maurice Bdjart; Sep 19, 20 

EXHIBITIONS 
Musee du Louvre 
Tel: 33-1-4020 5151 
Kudara Kannon: this ancient 
Japanese statue, travelling 
abroad for the first time, is an 
exceptional example of 7th 
century Buddhist sculpture; to 
Oct 13 

OPERA 

Op£ra National de Paris, Opera 
Bastille Tel: 33-1-44731300 
Le Nozze di Figaro: by Mozart 
Conducted by James Coni on in a 
staging by Giorgio Strehier, Sep 
16,20 


■ ROME 

CONCERTS 
Auditorio di Via della 
ConcUiazione 
Tel: 39-6-6880 1044 


Orchestra and Char of the 
Accademia Nazionale di Santa 
Cecilia: conducted by Daniels 
Gatti in works by Brahms; 

Sep 17. 18 


■ WASHINGTON 

CONCERTS 
Kennedy Center 
Tel: 1-202-4674600 
National Symphony Orchestra 
Beethoven Festival: Leonard 
Slatkin conducts a programme 
Including excerpts from The 
Creatures of Prometheus; 
Elsenhower Theater; Sep 
15, 17 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC/Super Channel 

07.00: FT Business Morning 
10,00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 
Tonight 

• CNBC 

08.30; Squawk Box 
10.00: European Money Wheel 
18JXH Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 



Philip Stephens 


A moment of truth 
beckons. It is 
engaging the 
sharpest minds in 
Whitehall. Yet there is pre- 
varication in the air. For 
the first time. Tony Blair's 
administration confronts a 
decision whose terms it is 
powerless to influence. The 
choice to be made, and 
soon, is whether and when 
to join the single European 
currency. The government 
has only until the end of 
this year to exercise the opt- 
ouc negotiated by John 
Major. Mr Blair must make 
up his mind sooner still. 

He may surprise us. The 
remaking of the political 
landscape since the May 
election means Britain 
could yet be part of the proj- 
ect before the first euro 
notes go Into circulation in 
20 02. The referendum prom- 
ised by Mr Blair could be 
held within the next two 
years. But, as yet, he lacks 
both a policy and the lan- 
guage in which to frame it. 

Each week that passes 
hardens the prospect that 
economic and monetary 
union will go forward on 
schedule. There is still, of 
course, a chance it will fal- 
ter. Its future rests on the 
over-burdened shoulders of 
Helmut Kohl. The German 
chancellor is no longer 
impregnable. Elections 
loom. Abolition of the 
D-mark could be a fatal 
finale. The single currency, 
though, is part of Mr Kohl's 
place in history. And 
Europe's economies have 
turned in its favour. The 
quickening pace of growth 
has put them within stri- 
king . distance of the Maas- 
tricht treaty’s fiscal targets. 

The EITs finance minis- 
ters decided at the weekend 
that the rates at which 
national currencies will be 
converted into euros should 
be fixed next spring, well 
ahead of the formal start 
date of January 1999. Mr 
Blair must asstmip Rmn will 
proceed on schedule. 

So far Gordon Brown, 
Britain's chancellor of the 


Saying yes and no 

The prime minister must find a way to maintain the UK's 
influence in Europe without joining the first wave of Emu 


exchequer, has insisted that 
the government stick to its 
formal line - that all the 
options are open. He has 
meanwhile assured his EU 
colleagues that British busi- 
ness has been enlisted in 
the cause of a "construc- 
tive" debate. 

There are more than 
words here. The industrial- 
ists publicly co-opted to the 
cause are being supported 
by quieter efforts to forge 
alliances with other parties. 
Talks are being held both 
with pro-European Conser- 
vatives and with the Liberal 
Democrats. An all-party 
group. Business for Emu. 
could be up and running 
within a matter of months. 

Mr Brown has long been 

on the enthusiasts' side of 
the Emu argument In the 
months before the election. 
Mr Blair’s preoccupation 
was with defending his 
flank against Tory Euro- 
scepticism. It was left to Mr 
Brown to explain, sotto 
voce, that New Labour's 
objections to Emu were 
grounded in pragmatism 
rather than principle. 

Since May. Mr Blair’s 
sympathies have shifted in 
the chancellor’s direction. 
He wants to restore 
Britain's influence in 
Europe. He has begun to 
understand how intimately 
it is tied to the single cur- 
rency. And the national 
mood has changed. The 

Mr Blair will 
preside over the 
summit at which 
the single 
currency is due 
its final 
endorsement. 

Who will listen if 
he has opted out? 


catastrophe which befell a 
Tory parti - wrapped in the 
national flag has shown 
opinion can be led. So too, 
in a different way, has his 
victory in the referendum 
on Scottish devolution. 

That said, the prime min- 
ister is unwilling to gamble 
on being part of Emu’s first 
wave. Memories of sterling's 
ejection from the exchange 
rate mechanism (the fifth 
anniversary of Black 
Wednesday falls this week) 
may still be too fresh. His 
officials have told him that, 
for ail the efforts to minim- 
ise the risks, the months 
immediately preceding the 
setting up of the new cen- 
tral bank will be the period 

of maximum danger in 

financial markets. Best to 
let that moment pass. 

Mr Brown would also 
admit a more serious obsta- 
cle. The British and Euro- 
pean economic cycles are 
badly misaligned. The conti- 
nent is emerging slowly 
from recession; Britain is 
experiencing something of a 
boom. Thus the interest rate 
for the euro will probably be 
set significantly below that 
needed for domestic eco- 
nomic management. If bor- 
rowing costs had to he cut. 
an abrupt tightening of fis- 
cal policy - the higher 
income taxes Mr Blair has 
ruled out - would be needed 
to compensate. 

So the prime minister’s 
conundrum is as simply 
stated as it is seemingly 
intractable. To reject Emu 
is to risk a haemorrhage of 
influence In Europe. A few 
months from now, Britain 
assumes the E(J presidency. 
Mr Blair will chair the sum- 
mit at which the single cur- 
rency is due its final en- 
dorsement. Who will listen 
if he has opted out? 

The loss of influence Is 
not just theoretical. The 
political and economic 
shape of Emu will be deter- 
mined in its first years. 
France wants maximum 
political control over the 
euro. Its instincts are 
inward-looking, protection- 
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isL Germany wants central 
bankers and open markets 
to hold sway. Mr Brown 
wants a voice in the debate. 

So the government is 
searching for the language 
to say no but yes; or, rather, 
yes but not quite yet It wifi 
stay out in 1999, hut needs 
to emphasise its motives are 
pure. One answer is to say 
just that Mr Blair, in this 
scenario, would publicly 
endorse the principle of a 
single currency and promise 
the shortest possible delay 
before Britain joined . As a 
token of good intent, Mr 
Brown would set out a 
series of staging posts along 
the route to entry. 

A bolder move would be 
to announce next summer 
that the promised referen- 
dum on Emu would be held 
a year later in mld-1999, 
coinciding with elections to 
the European parliament. 
By then, business would 
have mobilised in support; 
and pro-European Tories 
detached from the hard-line 
opposition of William 
Hague, the Conservative 
party leader. 

This option has appeal, 
but drawbacks also. Most 
obviously, it would be 
impossible in mid- 1998 to be 
certain of the nation’s mood 
a year later. 

To my mind. Mr Blair 
could be bolder still. 
Britain, he could tell his 
European colleagues, would 
indeed hold back in January 
1999. But he intended to 
seek without delay the polit- 
ical authority to join subse- 
quently. Thus the referen- 
dum would be held as soon 
as Emu received formal 
endorsement from European 
leaders next spring. 

Tim prime minister would 
be asking voters to trust his 
judgment There would be 
risks, of course; but that is 
government And Mr Blair 
will never be so popular. 

Perhaps he is still too cau- 
tious. My guess, though, is 
he would win such a refer- 
endum by a landslide - 
break what is left of the 
Tory party in the process. 


Bruising effects of 
WTO ridings on EU 
beef decision 


IoD’s adopting double 
s tan dard over place of 
de m ocracy in industry 


From Professor Crister 
Garrett 

Sir, Recent stories on 
World Trade Organisation - 
rulings against EU positions 
on hormone beef and tiny 
African, Caribbean and 
Pacific (A CP) Group bananas 
have left both European 
elites and the broader public 
noticeably bruised. 

The banana issue falls into 
line with the handover of 
Hong Kong; another step 
away from a colonially 
guided world. But the beef 
issue is of more Imm ediate 
concern to European voters. 
Indeed, the Financial Times 
sells Commissioner Fischler 
(“Fischler’s rules", Septem- 
ber 4) a little short. Clearly 
the Austrian politico had 
one eye on the home constit- 
uency when berating the 
WTO decision. But tha t is 
not all ill. Voters in Europe 
do care about the hormone 
issue, deeply so. And if the 
EU seems indifferent to a 
WTO decision in this area. 


then this could jeopardise 
the legitimacy of both the 
EU and the WTO among 
European voters, something 
the FT obviously does not - 
want 

There Is a tricky game to 
be played here. Fischler 
might be conducting it for 
purely parochial reasons. 

But by doing so, he might be 
also helping to further a 
debate both on EU areas of 
competence and on the mer- 
its of global free trade - 
deliberations that might ulti- 
mately deepen the consensus 
for both regional and inter- 
national institutions among 
European voters. 

Not bad for a day’s calcu- 
lated politics. 

Crister S. Garrett 
professor of European 
Studies and International 
Relations, 

Monterey Institute of Inter- 
national Studies, 

Monterey, 

California 93940, US 


Fran Mr David Lea. 

Sir, In her letter (Septem- 
ber ll) criticising the speech 
made by the Archbishop of 
Canterbury (“Archbishop to 
back unions’ status 
demand”, September 9), 

Ruth Lea of the Institute of 
Directors equates the con- 
cept of voluntarism - as in 
“voluntary collective bar- 
gaining” - with the emerg- 
ing current practice which 
gives carte blanche to 
employers to deny recogni- 
tion even when there is clear 
majority support for this. 

T his was never what the 
term meant It meant a gen- 
eral understanding that 
there would be a relation- 
ship based on collective 
agreements where there was 
substantial workforce sup- 
port for that approach. 

it is employers themselves 
who have now created the 
climate in which the law has 
intervened more and more in 
industrial relationships. And 
the Institute of Directors is 
not suggesting going back 


on that in other areas. 

Ruth Lea says that the 
concept of “democracy” has 
no place in the world of 
industry, leaving us with 
unilateral employer decision 
- which we might describe 
as “autocracy” instead. 

The ioD was the first to 
demand ballots for impor- 
tant elements of trade union 
activity, ranging from politi- 
cal funds through to indus- 
trial action. What is that, if 
not an application of the 
principle of democracy 
transferred from the world 
of politics? 

If the IoD is now coming 
out against ballots, so be it. 
But it cannot expect to win 

the public opinion by appeal- 
ing to such double stan- 
dards. 

David Lea, 

assistant general secretary. 
Trades Union Congress, 
Congress House. 

Great Russell Street, 

London WCLB 3LS. 

UK 


Currency run after euro start will not happen 


From Mr Richard Pones. 

Sir, Samuel Brittan is not 
as good a weather forecaster 
as he is an economic com- 
mentator. His “Cloud over 
the euro” (September II) is a 
morning fog that will dissi- 
pate shortly after the euro 
comes over the horizon. 
There will be problems after 
Emu starts, but a currency 
run is just not one of them. 

Samuel Brittan missed the 
point: after January 1 1999, 
we are no longer in a regime 
of fixed exchange rates - 
there is a single currency, 
and national currencies con- 
tinue to exist only for techni- 
cal reasons. 

Even Walter Eltls under- 
stands that, from the start of 
Emu, any substitution away 
from “weaker” currencies 


T he UK has lessons 
to learn from the US 
when it comes to 
the best way to run 
companies. The same applies 
in reverse, but less strongly. 

Superficially, the debate 
about corporate governance 
looks very similar on both 
sides of the Atlantic. Last 
week’s statement from the 
US Business Roundtable was 
as full of apple pie as 
Britain's Hampel report in 
the g amm er, and same of the 
slices were interchangeable. 
That is not surprising; given 
the chance, committees full 
of heavyweight business 
leaders are bound to come 
up with platitudes about 
substance being more impor- 
tant than form, the need for 
flexibility, and so on. 

Bui, in reality, the argu- 
ments are moving along dif- 
ferent tracks. 

In the UK. the debate 
came in response to things 
that went wrong; company 
scandals, and bloated pay 
packages in the privatised 
utilities. It has been led by 
the bosses of big companies: 
Cadbury, Greenbury, Hamp- 
eL Its tone has been reactive, 
even defensive, and the res- 
ult has been a heavy concen- 
tration on issues of account- 
ability and compensation. 

In the US, corporate gover- 
nance emerged as a big issue 
in the mid-1980s, when the 
investment institutions 
became infuriated by funny 
business in the takeover 
market. Examples included 
greenmail - when compa- 
nies bribe unwanted preda- 
tors to go away by handing 
out money from the share- 
holders’ pot, and poison pills 
- the clever use of financial 
engineering to protect 
incumbent management 
against hostile bidders. So 
the institutions got together, 
and kicked up a fuss. 

Later, their attention 
broadened to include compa- 
nies which were visibly suf- 
fering from incompetent 
management. 

The argument In the US 
has been driven more by big 
investors than managers. It 
has been proactive in char- 
acter, and focused much 
more on broad questions of 
board structure than on the 
issues that have so preoccu- 
pied the British. 

It Is easier to find compa- 
nies that have been changed 
for the better by the US 
approach than by the Brit- 
ish. It Is true that in the UK 
standards of disclosure have 
been substantially raised - 
especially when it comes to 
compensation, where the 
level of detail is now as 
bewildering as it is helpful. 
But in the US, you can 


towards the D-Mark cannot 
“break” the monetary union 
if the Bundesbank is willing 
to issue additional D-Marks 
to meet the demand. But he 
argues that, in doing so, it 
would have to build up 

cl aims an the central hanks 
of the weaker countries, 
which it would not be will- 
ing to do without an 
exchange rate guarantee, 
which those central banks 
cannot offer. 

This is simply wrong. If 
there were a “run” the 
Bundesbank would accumu- 
late claims denominated in 
euros, and there would be an 
explicit exchang e-rate guar- 
antee from the governments, 
as signatories to the Maas- 
tricht Treaty. 

■Not to honour this guaran- 


tee would be to abrogate the 
treaty, with huge political 
(and indeed legal) costs - 
and not an option for a cen- 
tral hank, even the Bundes- 
bank. Moreover, as Peter 
Kenen has made clear {Eco- 
nomic and Monetary Union 
art Europe, 1995), the 
operations necessary to neu- 
tralise the monetary conse- 
quences of currency substi- 
tution wfll be 
straightforward. Any com- 
parison with the ERM in 
1992-93 is therefore totally 
misplaced. 

Samuel Brittan asks 
whether the Bundesbank 
will be prepared to make 
unlimited conversions - 
■might it have no faith in the 
governments' exchange-rate 
guarantee, the Treaty-guar- 
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Corporate 

control 

Richard Lambert on what UK 
colorations can learn from 
their peers across the Atlantic 



Tony O’Reilly; chair man with friends and staff on the board 


point to a string of big com- 
panies that have been farced 
by a combination of institu- 
tional investors and indepen- 
dent directors to change 
their ways for the better 
General Motors, Sears, 
American Express, Grace 
and others. 

Whereas the Americans go 
into great detail about what 
constitutes an independent 
director, and the way in 
which they should dominate 
the board, the British are 
very coy on this subject. 
Hampel said it was up to 
each board to decide what 
constituted independence, 
and merely suggested that 
the non-executives should 
make up at least a third of 
the board. And the report 
stressed “the danger” of 
over-emphasising the moni- 
toring role. 

“Non-executives are nor- 
mally appointed to the board 
■primarily for their contribu- 
tion to the development of 
the company’s strategy .” the 
report said earnestly. They 
need to be part of “a cohe- 
sive team”. 

This is why the British are 
so keen on separating the 
rele of chairman and rhiaf 
executive, a distinction that 
seems irrelevant in the US 
where the independent direc- 
* ors - often with one of 


them playing the role of 
leader - are expected to keep 
an over-mighty chief execu- 
tive in line. 

The trouble with the Brit- 
ish approach, with its 
e m p h asis on collegiality 
among executives and non- 
executives, is that unless the 
non-executives are truly 
exceptional people, it does 
not encourage a board to get 
to grips with a business 
before it runs into trouble. 

A classic example is BTR. 
Here was a company which 
was startlingly successful for 
many years, and which 
openly mocked the idea that 
independent directors had 
anything to contribute at alL 
But times changed, and the 
business conditions that 
BTR’s success had been built 
on changed with them. The 
company took years to 
adapt, and it has taken a 
whole new team at the top to 
start the painful process of 
changing the old culture. 

Compare this with 
H. J. Heinz. The Pittsburgh- 
based food company has a 
good long-term record of per- 
formance, and is not doing 
badly. But its board struc- 
ture tails well short of the 
standards demanded by the 
big investing institutions. 
Many of its members are 
current or former emplo yees; 


an teed rules of the game? 
The Bundesbank has made it 
clear that it will play by the 
rules and that it regards any 
currency substitution as of 
no economic importance 
whatsoever. If there were a 
run for D-Marks, it would be 
very brief because the public 
would learn this. 

The “weaker” currencies 
are no longer separate cur- 
rencies after January 1 1999. 
Economists and commenta- 
tors should know this now - 
so they do not confuse the 
public, markets, or the politi- 
cians with non-problems. 

Richard Portes, 

London Business SchooL 
Sussex Place. 

Regent’s Park. 

London NWl 4SA, UK 


others include friends and 
associates of chairman Tony 
O'Reilly, who also dominates 
the nominating committee. 

The concern is that such a 
board wfll not have the will- 
power to encourage the nec- 
essary changes in a business 
that has been shaped by 
such a charismatic figure as 
Mr O’Reilly. Last year, the 
college teachers' pension 
fund (the giant TIAA-CREF) 
asked eight companies It 
was invested in to consider 
reshaping their board. Seven 
agreed; Heinz did not The 
fund, along with others, is 
brooding on what to do next. 
’Hie fund says it is going to 
be especially hot on the 
issue of independent direc- 
tors during the main season 
of annual meetings next 
spring. 

British critics say that the 
US practice of having boards 
dominated by outsiders is 
dangerous. The outsiders 
can’t know enough about 
how the business works, or 
about the character of its 
managers. 

This need not be so, at 
least in well-run companies 
where succession planning is 
a high priority. Operating 
executives attend board 
meetings when relevant. 
And the independent direc- 
tors have more incentive 
than their UK counterparts 
to do their job — they are 
likely to get sued if they do 
not, and their reputation is 
visibly on the line. 

There are cases, though, 
when a powerful board of 
independent directors can 
make disastrous decisions, 
especially when a company 
is in trouble. A classic exam- 
ple is Apple Computer, 
where the board has maria 
one mis take after another in 
appointing chief executives. 
To check acts of foolishness 
and ignorance by the inde- 
pendent directors, there may 
well be a case for having a 
higha - proportion of execu- 
tives on the board than is 
currently politically correct 
in the US - say, a third. 

But, from a US perspec- 
tive, the British debate 
about corporate governance 
appe ars bogged down in 
tnvla and Self-serving intro- 
spection. Get the board 
structure right, and the 
1 * 5UB8 of compensation, dis- 
closure and all the other 
detail, which has taken up 
so much time of the great 
and the good, start to 
become manageable. Success 
a&d glory do not atrtomati- 
cafiy follow. But over the 
long haul, that should be the 
way to bet 

Richard. Lam- 

bert@FT.com 
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Europe's politicians have kept 
their nerve, and are pressing 
ahead with the single currency! 

That is the principal conclu- 
sion to be drawn; from, the week- 
end's ..meeting of EU finance 
ministers in Luxembourg. The 
most visible decision was to 
an no unc e ne xt . May the rates at 
which individual currencies will- 
enter .the European Monetary 
Union. Equally significant was 
the move to calm the Franco- 
Ger man argument about politi- 
cal influence on the euro. 

' The decision on conversion 
rates is an example of how the 
remai n i ng practical problems 
are being tackled. Membership 
of Emu wifi be decided in May 
next year. If the decision on 
conversion rates had been left 
till later, governments might 
have been tempted to manipu- 
late exchange markets to ensure 
a competitive entry rate in Jan- 
uary 1999. Currency traders, 
seeking to second-guess fhpm 
would have taken big and 
potentially disruptive positions. 

The approach chosen avoids 
those problems, though at the 
price of limiting central bank- 
ers’ freedom of manoeuvre in 
their remaining months of inde- 
pendence. It will also cause 
complications in the Ecu mar- 
ket But it is a sensible solution 
to minim toe disruption. 

s imilar pragmatism is being 
used on the remaining political 
problems, such as the disagree- 
ment between France and Ger- 
many over the. extent to which 
elected ministers as opposed 


to appointed central bankers - 
should influence economic pol- 
icy. The Maastricht treaty gave 
most of the cards to the Euro- 
pean Central Rank , as Germany 
wished. But foreign exchange 
policy for the euro was kept for 
• finance ministers. 

French politicians, regardless 
of political complexion, have 
hoped to use this clause to 
share power with the central 
bank. At this weekend’s meet- 
ing, the French finance minis- 
ter, Mr Dominique Strauss- 
Kahn, acknowledged that politi- 
cal influence on exchange rates 
would be used sparingly. 

When the euro is thought 
badly overvalued, there will 
doubtless be French attempts to 
get EU-wide support for a policy 
aimed at steering the currency 
down. In that sense, Mr Strauss- 
Kahn has conceded nothing. 
But France has stopped trying 
to use the foreign exchange 
clause as a Trojan horse for con- 
tinuous political influence on 
the central bank. That makes a 
smooth Emu more likely. 

Many difficulties still lie 
ahead. Which countries will 
really meet the Maastricht crite- 
ria? How will next year's Ger- 
man election affect attitudes to 
Emu there? Can governments 
which have struggled to meet 
the 1997 deficit targets keep up 
the performance in the years 
ahead? The long-term success of 
Emu is still uncertain. But the 
momentum behind getting it 
started Is formidable. And there 
are only 15 months to go. 


Market Marxism 


For more than a decade, the 
Chinese Communist party has 
attempted to find a formula and 
a form of words to- sort out 
state-owned -companies. The 
first "model bankruptcy” was 
back In 1986, but the fear of 
social unrest and the dead 
weight of doctrine meant that 
reformist leaders were unable to 
move quickly towards a mixed 
economy. Friday's announce- 
ment by Jiang Zemin, the party 
chief, that China wffl diversify 
ownership does not mean that 
the fire sale starts today, but 
makes dear, at last that the 
country has formally entered 
the most Important phase of 
economic reform. 

Mr Jiang- was vague about 
how loss-making and hopelessly 
inefficient enterprises would be 
turned around, preferring to 
suggest that any form of owner- 
ship embodying the "three 
favourables” would be permit- 
ted: that is, “favourable" to pro- 
duction, national strength and 
living standards. There is 
method to his obfuscation. The 
party has aDowed share issues 
and worker buy-outs, but is still 
unable to admit that control of 
the “means of production" has 
been transferred. 

Having heard Mr Jiang’s 
speech, provincial party officials 
will return home knowing that 
they have official approval to 
move against unprofitable com- 
panies. The challenge for the 
central government is to ensure 


that provincial patronage does 
not become the fourth “favoura- 
ble”. Chinese officials say they 
are appalled by the handling of 
enterprise reform in Russia, but 
the potential for corruption is 
dear, whether it be a favour for 
an old comrade or for cash. 

A sign of Mir. Jiang's confi- 
dence in bis position was the 
almost casual - announcement 
that the People's Liberation 
Army is to lose another 500,000 
soldiers. Like ownership, the 
PLA has been an ideological 
battleground since reforms 
began in the late 1970s, but the 
principle of a smaller (about 
2-6m), but better equipped army 
is now accepted. The large num- 
bers are a reminder of the need, 
in both army and enterprise 
reform, to ensure that the demo- 
bilisation is done in ways that 
do not create a much larger pool 
of restless unemployed. 

The responsibility for oversee- 
ing economic reform will inevi- 
tably fall to Zhu Rongji, the 
vice-premier who did the appar- 
ently impossible by controlling 
inflation. Mr Jiang, . taking a 
lead from Deng Xiaoping, is 
likely to keep a discreet dis- 
tance from his chief reformer, 
although Mr Zhu, no inert ideo- 
logue, is far more competent 
than his predecessors. He will 
certainly take the blame if 
unemployment turns into 
unrest If his approach is unhur- 
ried but relentless, however, he 
should 1 not go fax wrong. 


Time to talk 


On tbe face of it, Sinn FfeboffRA 
baa given Northern Ireland’s 
unionists ample excuse to boy- 
cott all-party talks on the future 
of the province when they 
resume in Belfast today- Its 
po litical leadens - notably Mr 
Gerry Adams and Mr Martin 
McGuinness; - last week 
endorsed the Mitchell principles 
of democracy »nd non-violence 
which provide the essential 
framework fear the ta lks. Repub- 
liremc were thus assured of a 
place at direct negotiations for 
the first time since Ireland’s 
partition 75 years ago. 

But no sooner had the invita- 
. .nn been issued than , a state- 
ment in the name of the IRA 
disavowed the commitment to a 
permanent end to . terrorism. 
Since Sinn.FSin and the IRA are 
indisputably two sides of the 
flume Republican coin, sharing 
a collective leadership, others 
can justly claim a. serious 
question mark hangs over 
the ceasefire. 

This chimes with the private 
assessments of -thie British and 
Irish governments. Whatever 
the motives Of in dividual spo- 
kesmen, the cessation of terror- 
1st activities was “sold” within 
the Republican movement as a 
tactical manoeuvre- ft is due to 
be reviewed by the Sinn Fdin/ 
IRA' leadership in November. 

To display this necessary cyn- 
icism about the motives of the 
Republicans, however, is not to 
conclude that unionists should 


leave the negotiations. The Rev 
Ian Paisley’s Democratic Uniccn- 
ist party has said It will not sit 
down with terrorists. But loyal- 
ist paramilitaries have been rep- 
resented in the talks far a year 
- and have not surrendered a 
single weapon. Settling violent 
conflicts always requires a mea- 
sure of selective vision. 

So the decision of the Ulster 
Unionists to keep open the 
option of talking tQ, Messrs 
A dams and McGuinness is to be 
welcomed. Mr David Trimble, 
the party leader, should use 
that mandate to test the inten- 
tions of Republicans, both an 
their commitment to peace and, 
above all, on acceptance of the 
principle that the people of 
Northern Ireland will determine 
their own future- 

The weekend reaffirmation by 
Mr Tony Blair, the UK prime 
minis ter, of this fundamental 
principle of consent . should 
clear op any confuslon resolting 
from the recent remarks of Ms 
Marjorie Mowlam, the Northern 
Ireland secretary. So unionists 
can talk with the confidence 
that. any outcome wJH respect 
the wishes of the majority. 

There is a chance, albeit 
a m ply that Sinn Ffin/KA will 
eventually eschew violence. Mr 
Trimble "hnoid not dismiss the 
possibility. If, on the other 
Ks espousal of politics is 
merely a cynical ploy, the 
unionist leader should be there 
at the table to expose it as such. 





Survival of the biggest 

Internet businesses must evolve in line with economic realities or 
perish, write Louise Kehoe, Paul Taylor and Nicholas Denton 


A shakeout is under 
way on the internet as 
the free-for-all culture 
of cyberspace yields 
to economic realities. 
Consolidation Is the watchword 
among the thousands of busi- 
nesses formed over the past few 
years to provide access, network 
and content services on the 
global compute network. 

Even as use of the internet con- 
tinues to expand rapidly, many of 
the businesses involved in 
technology revolution are strug- 
gling to survive. 

The acquisition last week of 
CompuServe, one of the pioneers 
of online information services, in 
a three-way deal with WorldCom 
and America Online, may be just 
the beginning, industry execu- 
tives predict 

The deal is a “trendsetter”, 
says John Chambers, chief execu- 
tive of Cisco Systems, the leading 
supplier of networking equip- 
ment for the internet. “If you 
look at the US interstate highway 
system, you don’t see hundreds 
of parallel roads.” Similarly, the 
information highway will not 
require large numbers of dupli- 
cate services, he predicts. 

Under the terms of the $L2bn 
(£750 m) CompuServe deal. World- 
Com. one of the fastest-growing 
voice an d data communications 
groups in the world, will acquire 
CompuServe’s extensive net- 
works as well AOL’s ANS Com- 
munications data network. 

Combined with WorldCom’s 
existing UUNet internet back- 
bone, the deal will make World- 
Com one of the largest owners of 
high-capacity internet data links. 

Meanwhile, AOL will acquire 
CompuServe’s 2.6m subscriber 
base, consolidating its already 
substantial lead as the world’s 
largest internet access provider 
(ISP). With a combined member- 
ship of nearly 12m, AOL also 
emerges as a content superpower 
- the world's biggest reseller of 
online publications. 

The CompuServe break-up 
reflects several significant Inter- 
net industry trends: 

• Leading telecommunications 
companies are moving in as 
national and global ISPs, threat- 


ening the viability of thousands 
of local access sendees. 

• Investors are beginning to put 
a high market value on owner- 
ship of the internet backbone - 
the high-capacity networks that 
carry the bulk of internet traffic. 
While the backbones generate 
little revenue from public inter- 
net traffic, growth in new com- 
mercial services such as private 
internets - company-wide net- 
works called intranets, or extra- 
nets linking companies to cus- 
tomers and suppliers - is strong. 

• Market forces are also sorting 
out the vast numbers of internet 
publishers, or content providers, 
as a handful of the most popular 
web sites grab the lion's share of 
internet advertising revenue. 

It is in the content arena that 
market-driven consolidation on 
the internet is most pronounced. 
New entrants face formidable 
barriers and existing sites must 
spend heavily to stand out 

Only two years ago. creators of 
web sites expected to gain global 
recognition by word of mouth 
promotion. “It was possible back 
then because no one big cared 
about the internet,” says Jerry 
Yang of Yahoo!, an internet navi- 
gation service he co-founded In 
1995. With minimal marketing 
expenditure, Yahoo! has become 
one of the best known sites on 
the internet and the company 
has a market valuation of $JL3bn. 

But the days when this was 
possible are long gone. With tens 
of milli ons of sites an the web 
and more being added daily, “the 
threshold [cost] of making an 
impact on the web keeps on ris- 
ing," says Stuart Skorman, chief 
executive of Reel, an online video 
retailer. 

As use of the internet moves 
beyond early adopters, the use of 
traditional media - television 
and magazines - to promote web 
sites Is also becoming imperative. 
“When you want to go for the 
mainstream, you have to go for 
the mainstream media,” says 
Christos Catsakos, chief execu- 
tive of E*Trade, the online stock 
broker, which has just launched 
a $25m TV advertising campaign. 

To attract new users to their 
sites, >web publishers must also 


pay the gatekeepers - navigation 
services and other heavily traf- 
ficked sites, such as Netscape 
Communications' home pages - 
for promotional links . 

AOL, for example, stands to 
earn $50m from a deal with CUC 
International in exchange for giv- 
ing the discount shopping club 
pride of place on its service, 
Amazon.com, the online book- 
store. has committed much of the 
proceeds from its stock offering 
earlier this year to become a pre- 
ferred bookstore on AOL, Yahoo!, 
and Excite, another navigation 
service. 

“We are dose to ‘game over* 
for retail start-ups on the inter- 
net, n say analysts at Morgan 
Stanley, the US investment bank. 
It may already be too late for new 
entrants to make their mark on 
the internet, they suggest. 

Moreover, the rules of the 
game are changing. Push technol- 
ogy, which automatically delivers 
web content to subscribers’ PCs. 
could further narrow the oppor- 
tunities for newcomers by 
encouraging readers to select just 
a handful of online sources for 
regular use. 

M eanwhile, con- 
solidation 
among the thou- 
sands of compa- 
nies that offer 
dial-up internet access services 
also appears inevitable. Already, 
the ranks of small outfits with 
only a few hundred, or a few 
thousand, subscribers are thin- 
ning. 

As many as 90 per cent of the 
approximately 4,500 ISPs in the 
US may disappear over the next 
five years, according to a recent 
study by the Gartner Group, a 
market research company. 

In Europe too, the ISP market 
is consolidating. The Compu- 
Serve deal strengthens an alli- 
ance between AOL and Bertels- 
mann, the German media group, 
which jointly own AOL Europe. 
Together, they will have 1.5m 
European subscribers, overtaking 
the 1.4m users of Deutsche Tele- 
kom's T-Online service. 

In the UK, which has more 
than 240 ISPs, “there are far too 


many gmafl ISPs eating at the 
table of connection without dif- 
ferentiated products,” says 
Andrew Bottomley, director of 
research at Durlacher, the spe- 
cialist City research firm. 

Price has so for been the big- 
gest driver of consolidation. With 
the largest ISPs, including AOL, 
offering flat-rate access for $20 a 
month in the US, it is difficult for 
fimflU operators to r emain com- 
petitive while covering their 
costs. 

Differentiation is becoming the 
key to survival in this commod- 
ity business, but the largest ISPs 
seem to have the advantage. 
AT&T, the largest US telecoms 
company, is expanding its inter- 
net networks and using technol- 
ogy from the telephone system to 
ensure instant recovery in case of 
a failure. 

In the consumer arena, @Home 
is using TV cable systems to pro- 
vide high-speed internet access to 
avid users and those who work at 
home. But “most smaller ISPs 
will not survive," says Paul 
Sagawa of McKinsey^the consult- 
ing group. “Those that do will 
deliver superior service to dearly 
defined customer segments.” 

Even as the ISP industry is 
consolidating, the fixture of inter- 
net backbones is in flux. These 
high-capacity networks carry the 
bulk of long-haul internet traffic. 
In the US, backbone providers 
include WorldCom, with, its 
expanding networks; MCI, which 
is in the process of mer gin g with 
British Telecommunications; 
BBN, recently acquired by tele- 
coms company GTE; Sprint; PSI- 
Net and AT&T. AH have exten- 
sive networks that overlap and 
Interconnect at various points. 
Outside the US there are several 
national and regional backbones, 
most of which are maintained by 
telecom companies such as BT, 
France Telecom and Deutsche 
Telekom in Europe. 

The legacy of the internet’s 
roots as a US gave mment-funded 
network linking universities and 
government labs is still evident 
among backbone providers. Most, 
for example, still maintain a 
peering arrangement whereby 
they exchange traffic without 
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charge. None of the US 
operations is believed to be prof- 
itable. 

However, there are signs of 
change- UUNet, owned by World- 
Com, announced earlier this year 
that it would begin charging 
smaller ISPs for access to its 
backbone network. If other back- 
bone operators follow suit, the 
economics of the internet - 
which currently depend on a free 
ride on backbone networks - 
could change rapidly, increasing 
costs. 

PSINet, the US pioneer of com- 
mercial internet access, is taking 
the opposite tack. This month the 
company announced a plan to 
provide free peering access to a 
new high-capacity backbone net- 
work. “Telecommunication carri- 
ers appear to be tightening their 
grip on internet access for small 
ISPs,” says William Schrader, 
PSINet chairman. “We seek to 
preserve an open future far the 
internet." 

Altruism aside, there is no set- 
tlement system in place to enable 
backbone providers to charge 
ISPs, or each other, for the use of 
tbeir networks. Moreover, some 
backbone operators are content 
to take “freeway” traffic on their 
networks now with the expecta- 
tion of being able to charge for 
special services in the future. 

Telecom operators, in particu- 
lar, are looking at their internet 
networks as a potential source of 
new revenues as technologies 
progress to enable the combina- 
tion of voice, data and video com- 
munications on the internet 

This will be the next stage in 
the development of the internet 
says Mr Chambers of Cisco. “I 
don't need seven cables coming 
into my home - cableTV, satel- 
lite TV, three voice lines, ISDN 
(digital high speed line) for the 
computer and another line for 
the fax machine. AH this will 
soon go on to one line," be pre- 
dicts. 

The notion that the internet 
may eventually subsume the tele- 
phone and broadcast networks is 
what is keeping the industry on 
its toes. The current wave of con- 
solidation is just the start of the 
internet industry's evolution. 
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Israel to free Palestinian Education 
funds as sign of ‘goodwill’ £5 JS 


By Judy Dempsey and Avl 
Machlis in Jerusalem 


Benjamin Netanyahu, Israel’s 
prime minister, last night said 
he would release half the 
remaining funds owed to the 
Palestinian Authority that had 
been blocked by Israel in 
retaliation for recent suicide 
bombings. 

A government official said 
the prime minister had 
"decided to release 30 per cent 
of the balance of the funds as a 
goodwill gesture for the initial 
steps taken by the PA in its 
war against terrorism”. 

The move to release about 
824m of the accumulated 
funds, which come from value 
added taxes and income tax 
receipts, follows sharp criti- 
cism by Madeleine Albright, 
US secretary of state, who on a 
visit to the Middle East last 
week said she could not under- 
stand why Israel had withheld 
the funds for security reasons. 

Mr Netanyahu’s decision 
reflects pressure by Washing- 


ton on his government to 
make some gesture in an 
attempt to get the peace talks 
back on track when Israeli and 
Palestinian officials meet In 
Washington later this week. 

The concession came as Mrs 
Albright held talks in Jordan 
with King Hussein. It also 
coincided with renewed 
clashes In Israel's so-called 
security zone in south Leba- 
non where two Israeli soldiers, 
six Lebanese army soldiers 
and four Hizbollah guerrillas 
were killed at the weekend. 

The fighting began with a 
guerrilla attack on Friday 
night that appeared to be in 
retaliation for a botched Israel 
commando raid north of the 
security zone a week ago in 
which Israeli 12 soldiers were 
killed. Among the guerrillas 
killed on Friday was the son of 
Sheikh Hassan Nasrallah, 
leader of Hizbollah. which is 
fighting the Israeli occupation 
of south Lebanon. 

Israeli government officials 
said Mr Nasrallah’s body was 


taken to Israel. Israel will try 
to arrange a swap of bodies 
that would Include bringing 
back one of its soldiers. 

On Friday, Mrs Albright had 
held Inconclusive talks with 
President Hafez al-Assad in 
Syria, the main power broker 
in Lebanon. Speaking in Saudi 
Arabia yesterday, she urged 
Gulf states to try to stop fund- 
raising for Islamist militant 
groups, especially Hamas, the 
Islamic Resistance Movement 
that Israel believes was 
responsible for recent suicide 
bomb attacks in Jerusalem. 

She also asked the six coun- 
tries of the Gulf Co-operation 
Council to attend the Middle 
East economic summit due to 
take place in Doha, capital of 
Qatar, In November. 

Saudi Arabia and the United 
Arab Emirates said they would 
not be attending the summit if 
Israel was present. But US offi- 
cials said Saudi Arabia might 
change its mind if the peace 
talks between Israel and the i 
Palestinians were revived. ! 
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Ulster talks start today with 
call for Sinn Fein’s expulsion 


By John Murray Brown In 
Belfast and John Kampfner 
In London 


The start today of historic 
political negotiations in North- 
ern Ireland looks set to be bog- 
ged down by arguments over 
procedure after one of the 
smaller unionist parties called 
for the expulsion from the 
talks of Sinn Fein, the political 
wing of the nationalist IRA. 

The demand by the Demo- 
cratic Unionist Party follows 
the IRA's apparent rejection 
last week of the rules govern- 
ing the talks. These require 
parties to renounce violence 
and abide by the outcome. 

With a new IRA ceasefire in 
place. Britain’s Labour govern- 
ment is using Its large major- 
ity to press on with a settle- 


ment In Ulster, seeking to 
resolve the conflict between 
Irish nationalists, who want 
reunification with the Irish 
Republic, and unionists, who 
want to remain part of the UK. 

The talks will be the first 
time militant nationalists, 
unionists and the Irish and UK 
governments have sat at a 
table together since the 
“Troubles” started almost 30 
years ago. 

Paul Murphy, the Northern 
Ireland political development 
minister, confirmed yesterday 
that the IRA's statement 
would be raised by the British 
and Irish governments and by 
the chairman of the talks, for- 
mer US senator George Mitch- 
ell, In today's session. This 
raises fears that discussions of 
the substantive constitutional 


agenda may again be delayed. 
With the Ulster Unionist par- 
ty's executive voting on Satur- 
day to give a flee hand to Its 
negotiators, the larger unionist 
party seems likely to remain In 
the talks but not to talk 
directly with Sinn F61n. 

David Trimble, the party 
leader, is due to meet party 
strategists this morning. It 
looks likely the Ulster Union- 
ists will agree to be in the 
building at Stormont, but not 
in the same room as Sinn Fein. 

The UK and Ireland are set 
to announce the appointment 
today of General John de Chas- 
te] ain, the former Canadian 
fthipf of staff, as chairman of 
the agency to monitor the 
decommissioning of arms. 
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Japan eases 
terms on China 


Warning over cancer links with red meat 


Continued from Page l 


Continued from Page l 


lower car tariffs to no more 
thanlO per cent They are also 
pressing Beijing to join WTO 
members in agreeing to elimi- 
nate all tariffs on information 
technology products by early 
next century. 

China can only join the 
WTO after, all members are 
satisfied that It has met the 
entry criteria. But Japan, 
along with other WTO mem- 
bers, would benefit from any 
liberalisation commitments 
that China negotiated with the 
US and EU. Japan has yet to 
agree with China on other 
aspects of its WTO application, 
such as trade in services, but 
western officials believe it may 
be close to a deal. 


cooked meat Is well above 
average UK daily red meat 
consumption, estimated by 
industry experts at 75g, the 
news is likely to be another 
blow to an Industry struggling 
to recover from the BSE crisis. 


The I40g level equates to 5oz 
of cooked meat - equivalent to 
nearly half a pound of raw 
meat a day, depending on how 
It Is cooked. Cooking removes 
moisture and causes meat to 
shrink. 

A cutback by the heaviest 
red meat eaters would hit an 


Industry that has seen a 
steady decline in consumption 
over the past 20 years. Some 
farming experts were predict- 
ing a farther 2fi per cent 
decline In red meat eating 
over the next decade, even,, 
without BSE, because of Its 
higher cost relative to poultry. 


Fears over big gold sale may make markets nervous 


Continued from Page 1 


precious metals consultant. 
But China, for example, said 
last mouth that it had no plans 
to sell any of fts 394 tonnes of 
gold. 

Some attention has focused 
on European Union members 
aiming to meet convergence 
criteria for monetary union, 


even though proceeds of gold 
sales cannot be counted 
towards meeting budget tar- 
gets. 

In June, apposition from the 
Bundesbank forced Theo Wai- 
gel finance minister, to accept 
that revaluation of Germany's 
gold reserves would also not 
count for that purpose. 

Mr Fischer said: “Let me 


make it clear as a matter of 
public record that Australia Is 
not the central bank Involved 
with a new 200-tonne sale in 
the second half of 1997." 

Mr Fischer’s statement was 
Intended in part to bolster con- 
fidence within Australia's gold 
mining industry, which was 
dented by the July armoiince- 
mexxt. 
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Europe today 


Western parts of Norway will be 
cloudy with outbreaks of rain. 
Eastern Finland will have sunshine 
and showers. The rest of 
Scandinavia will be mainly fine with 
sunny periods 

An area from northern Greece and 
Bulgaria through to western Russia 
will have thundery showers, 
associated with a weak front lying 
across the region. The 
Mediterranean will be mostly hot and 
sunny, but there will be some 
thunderstorms over eastern Spain. 
Including the Balearlcs. Western, 
central and eastern Europe will be 
fine with plenty of sunshine as high 
pressure dominates the region. 




Fhw-day forecast 

Most of Europe will be fine and 
mainly sunny as high pressure 
covers the region. However, 
northern and western Scandinavia 
will be unsettled with some rain. 
The Mediterranean will continue hot 
and mainly sunny, but western and 
central ares will have some 
thunderstorms. 
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THE LEX COLUMN 


Early conversion 


Latin America can grow at no 
more than 4 per cent a year 
under present policies, with 
poor education being the great- 
est obstacle to growth, accord- 
ing to the inter-American 
Development Rank. 

The bank's main annual sur- 
vey of Lati n economies says 
the structural reforms of the 
past decade have made a last- 
ing contribution to growth. 
Without them, per capita 
income In Latin America 
would be 12 per cent lower and 
the potential growth of gross 
domestic product would be 1.0 
per cent lower. Investment 
rates would have stagnated at 
an Inadequate level of below 17 
per cent of GDP on average. 

However, the reforms to date 
“are insufficient for returning 
to growth rates of around 5 per 
cent that were usual In the 
past, much less for attaining 
the rates of over 7 per cent 
that are common in east Asia". 

The 4 per cent limit to 
growth is partly because 
reforms have not been com- 
pleted, the report says. When 
finished, they could boost 
growth to 5.5 per cent 

On education, the report 
concludes that one mare year 
of schooling would allow the 
growth rate to rise to 6.5 per 
cent. “By combining better 
economic policies with a 
greater educational effort per 
capita income in Latin Ameri- 
cas could be 20 per cent higher 
within a decade and in two 
decades 50 per cent higher 
than it would be without such 
strategies," It says. 

The report sounds a warning 
on fiscal policy. Changes are 
needed, it says, to “generate a 
budget surplus during boom 
periods so that deficits can be 
financed In recessionary peri- 
ods without needing to make 
abrupt spending cuts'*. 






Will pre-annaundog next May the 
currency conversion, rates at which ^ _ 

European monetary union win take , 

place the following "January det*r 
apeculators? Europe's finance min* j 
latere believe so. Their logic runs as 
follows: if everybody knows that 
one D-Mark will be worth, say, L990 
at the start of 1999, speculators will 
have no Incentive to shell out mare 
than L990 for a D-Mark in the inter- 
veiling period. Doing so would be a >1» 7*} 
sure way to lose money. 

The argument Is fair enough but 
not watertight. First, it assumes . ■eb.'Trxr 
financial markets believe European ' 

Union governments have the poHti- 

cal will to stick to pre-annoimced 
rates come hell or high water. 

What, for example, would happen if was Just 
the D-Mark stood at Ll.100 on the with Its 
last day of 1998? If there are circum- should 0! 
stances when either Germany or off a six 
Italy would prefer to use that rate chemical 
rather the p re- announced conver- mally ab 
slon rate, speculators could still oology, 0 
profit from driving the lira down a compel 
against the D-Mark. palling 1 

Second, even if the pre-announced major’s 
conversion rates are entirely credl- should n 
ble, actual exchange rates would clsely tb 
diverge (modestly) from these lnao- years sgi 
far as differ ent countries had differ- Of cot 
ant Interest rates. After all, EU gov- softer op 
ernments have yet to decide how to here She 
coordinate monetary policy in the Montedii 
post-May period. If there are differ- another 
ent Interest rates, it will pay to hold tures, tb 
the currency paying the highest Industry 
driving its exchange rate up. of scale n 

Finally, even If speculation dies far from 
down post-May, it could merely agree. Us 
shift to the pre-May period. There fuzzy an 
could be a game guessing the con- weak. M 
version rates. chance c 

At present, it seems likely the kind ICI 
exchange rate mechanism's central than not 
rates will be used. Given that actual tures are 
rates are pretty close to the central 
ones - Ireland excepted - there Is 
little obvious reason for volatility. iviotUJ 
But there are still nearly eight Mo taro 
months to May and a further eight former h 
after that before Emu takes effect its way. I 
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was Justified, thanjtn to the neat fit 
with Its existing operations. Why 
should oil majors not be able to pull 
off a «frnnar trick? Many of their 
rfimn Inals businesses are sub-op ti- 
mally sized, or lack top-notch tech- 
nology, and would be worth more to 
a competitor. Nor is there any com- 
pelling operational reason why a 
major’s chemicals operations 
should not be sold; Texaco did pre- 
cisely that, on a big scale, a few 
years ago. 

Of course, there is always the 
softer option of a Joint venture. But 
here Shell's decision to buy out its 
Montedison joint venture carries 
another lesson. Such pooled struc- 
tures, though all the rage in an 
industry keen to capture economies 
of scale without actually selling, are 
far from perfect Partners can dis- 
agree, lines of accountability can be 
fuzzy and the pressure to perform 
weak. Moreover, there is rarely a 
chance of a juicy premium of the 
feinii id won from DuPont Better 
than nothing perhaps, such struc- 
tures are still second best. 


rivals Ericsson and Nokia. Its prob- 
.* m was that it paid too much 
attention to the US market which 
has been slow w switch from anal- 
ogue to digital technology, and so 
Sled to make the most of a trend 
that was occurring elsewhere in the 
world. A look at the chart shows 
how badly its stock has underper- 
formed. Meanwhile, prospects for 
Motorola's Power PC microproces- 
sor - once an area of strength - are 
uncertain, given that Apple is the 
rcmin customer. 

Management has reacted by vow- 
ing to weed out poor performers. 
But while Apple clones and mem- 
ory chips are being discontinued, 
the group is still pumping money 
into high-risk bets like its Iridium 
satellite network and flat panel dis- 


plays. 

In itself, there may be nothing 
wrong with either investment. But 
the suspicion is that Motorola's 
management is juggling more busi- 
nesses than It can skilfully handle. 


Integrated oils 

In the Royal Dutch/Shell group's 
shake-up of its chemicals operations 
lies an Important lesson for the 
industry. For all the attention paid 
to the oil majors’ attempts to find 
economies of scale downstream, 
rationalisation In chemicals could 
provide just as important a source 
of p erform ance improvement. 

To see the potential, consider foe 
high price DuPont recently paid for 
a couple of I Cl's bulk chemicals 
businesses. DuPont's extravagance 


Motorola 

Motorola looks Increasingly like a 
former high-tech star that has lost 
its way. Superficially, Its latest prof- 
its warning Is trivial: its pager busi- 
ness has been hit by destocking In 
China, a volatile market at the best 
of times; and the $95m cost of pull- 
ing out of the fruitless endeavour of 
making Apple Macintosh clones 
looks like money well spent 

But this is not Motorola’s first 
glitch. It has suffered a spate of 
profit warnings In recent years, 
stemming from different parts of its 
business. 

Hie biggest disappointment is in 
mobile communications, where the 
US group is floundering in the face 
of competition from Scandinavian 


Brady bonds 

Has country risk really disap- 
peared? Viewed from Asia, the ques- 
tion cannot but elicit a wry smile. 
But the perspective from Latin 
America is very different. Brady 
bonds - issued mostly by countries 
in the region to settle lSSQs debt 
problems - have enjoyed a dra- 
matic rally. J.P. Morgan's index of 
restructured emerging market debt 
shows an average spread over trea- 
suries of only 360 basis points, 
down from peaks close to 1.600 basis 
points. 

Governments have not wasted 
time capitalising on the advantage 
this offers: last week Venezuela 
became the sixth country to retire 
Brady debt and issue sovereign debt 
in its place. 

For governments such swaps 
makes good sense. From a presenta- 
tional perspective, it affirms their 
return to the economic mainstream. 
It also frees up US treasury bands 
that had been locked away as par- 
tial guarantees for the Bradys. 
When Bradys were mainly owned 
by the commercial banks who had 
made the problem loans, this collat- 
eral was important But for the pro- 
fessional Investors who now hold 
most Bradys, the collateral merely 
dilutes pure emerging market plays. 
Anybody who wants the security of 
treasuries can buy them directly. 
The net effect of such simplification 
is that governments have cut their 
spreads by another 60 basis points 
or so. 
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AFRICAN MINING 


Success in the African mining industry 
depends on understanding the contrasting 
fortunes of the nations that make up this 
complex continent. Ken Gooding reports 

Untold resources 
await discovery 


What a dull place the world 
would be without African 
minin g. Africa supplies most 
of the world's gold and gem 
dia monds to give jewellery 
its sparkle, as weU as the 
titanium dioxide that puts 
whiteness in paint and 
ceramic tiling, cobalt for 
blue, and the chrome that 
helps give brightness to 
stainless steel 

The world would be much 
dirtier without African min- 
ing. It supplies most of the 
platinum used in catalysts 
that clean noxious fumes 
-from car exhausts. 

It would be much more dif- 
ficult to communicate with- 
out African mining its palla- 
dium is used in mobile 
telephones and lap top com- 
puters. 

Not long ago Africa was 
also the prime source of cop- 
pear, used for electrical wir- 
ing and water pipes. There is 
every chance that the Afri- 
can “copperbelt” can be 
restored to its former impor- 
tance and bring renewed 
prosperity to Zambia and the 
Democratic Republic of 
Congo (formerly Zaire). 

Other African countries 
that rely heavily on mining 
include Botswana and Nami- 
bia. where diamonds account 
for 75 per cent and 30 per 
cent respectively of foreign 
earnings; Guinea, where 
bauxite, the raw material for 
aluminium, brings in 80 per 
cent of foreign earnings and 
Niger, which collects 70 per 
cent of foreign gaminge hum 
uranium exports to French 
nuclear power stations. 

Yet Africa still has a 
mouth-watering treasure 
chest of min erals waiting to 
be unlocked. The US Bureau 
of Mines estimates that 


deposits In southern Africa 
alone hold nearly 90 per cent 
of the world's platinum 
group metals, 85 per cent of 
the world's chromium, 75 per 
cent of the manganese. 50 
per cent of the gold and 50 
per cent of the vanadium. 

Africa is also home to the 
world's biggest mining com- 
pany, the Anglo Ameri- 
can-De Beers -Min ore o com- 
bine, three companies, that 
are inextricably linked and 
still effectively controlled by 
the Oppenheimer family. 

In spite of its present 
importance in the global 
mining scene, Africa still 
offers great potential While 
virtually every prospective 
mining area in South Africa 
has been investigated and 
drilled, the rest of Africa Is 
largely unexplored by mod- 
em methods. The reasons for 
this range from the remote- 
ness of much of the terrain 
to the structure of mineral 
rights ownership and the 
political instability of many 
of its countries. 

However, change is sweep- 
ing through the continent. 
From Algeria to Zimbabwe 
more than 30 African coun- 
tries have made substantial 
changes to their m ining 
codes in recent years. Gov- 
ernments that once treated 
international mining groups 
with deep suspicion have 
started competing for their 
favours. Many have watered 
down or abolished the for- 
eign ownership restrictions 
and sometimes punitive 
taxes that previously dis- 
couraged companies from 
exploring. Mining groups are 
also being invited to bid for 
state owned mining assets. 

Of course, Africa is not the 
only region trying to tempt 


the min ing groups. More 
than half the countries in 
the world have changed 
their mining laws and are 
actively encouraging them 
to invest 

But Africa is making head- 
way in spite of the intense 
competition. According to 
the Metals Economics Group 
of Canada, which monitors 
the exploration spending of 
mining companies spending 
more than $8m a year, last 
year 57 mining companies 
intended to spend a total of 
$358. 5m exploring for non- 
ferrous mptaia in Africa, up 
from 40 companies intending 
to spend $225.4m in 1995. 

A similar picture is 
painted by a survey explor- 
ing the planned capital 
expenditure of mining 
groups conducted by the 
magazine Mining Journal, 
using its Metallica 2000 data 
base. Planned expenditure in 
Africa has jumped by 36 per 
cent to $4.46bn since the pre- 
vious survey in 1995. Mining 
Journal says that the 
amount to be spent on devel- 
oping gold projects in Africa 
has fallen by 13 per cent to 
about $2bn, but this has 
been more than ofeet by a 
160 per cent increase in the 
sum to be spent on copper 
projects, now $l.4bn. 

Of the present planned 
expenditure, southern Africa 
(excluding South Africa) 
accounts for 40 per cent, 
west Africa for 25 per cent. 
South Africa for 24 per cent, 
central Africa for 6 per cent 
and east Africa for 5 per 
cent 

There is no guarantee that 
exploration and capital 
expenditure will continue to 
grow at these recent rates. 
Investors took fright follow- 



IN THIS SURVEY “i 


Ghana: A look at Ashanti’s 
ongoing Influence page 2 

Democrat ic Republic of 
Congo: What will happen to 
mining now the war has ended? 


ing the Bre-X scandal earlier 
this year - when claims by 
this small Canadian com- 
pany that it had found the 
world's biggest gold deposit, 
in Indonesia, proved untrue. 

Vast amounts of capital 
are required to bring 
Africa's existing mines back 
to their former status. Zam- 


bia's .copper belt, for exam- 
ple, needs $2bn. 

Africa, outside of South 
Africa, has no pool of funds 
it can draw on if foreign cap- 
ital is not supplied. Many 
countries do not have 
domestic mining companies 
and lack the expertise to dis- 
cover and develop mineral 


deposits. 

"Africa has more than its 
fair share of minerals, but 
recovering them requires big 
investment because of the 
lack of infr as t r ucture, 1 " says 
Jonathan de Thierry, one of 
the international mining 
team at the HSBC James 
Capel investment . .ba.nkr 


“Most wiintng involves mov- 
ing big quantities of material 
and the financial return 
depends on how easy it is." 
Many a mining venture in 
Africa has proved uneco- 
nomic because it would 
require building hundreds of 
miles of railway to move its 
minerals to market. - - 


Zimbabwe: Uncertainty in the 
lace of President Mugube’s 
"Tndlganisation" programme 

page4 

Namibia: What is the future 
now the richest ore is mined? 

pages 

South African gold: Radical 
changes are transforming an 
outdated 'system page 5 

South Africa: What Randgold 
Is doing In the rest of Africa 

pagefi 

Araowlno the risk: What is 
In store for the 22 mining 
countries In Africa7pages 6 ft 7 

Botswana: How dfemonds have 
transformed the nation page ft 


Only big and wealthy com- 
panies can afford to contem- 
plate the huge expenditure 
many minin g ventures 
involve. Only these compa- 
nies can afford most of the 
assets being offered by priva- 
tisation programmes . This 
has had an important impact 
on the structure of the 
global mining industry. For 
one thing, it has contributed 
to the quickening pace of 
consolidation via mergers. 

It is extremely likely that 
in the 21st centiuy the min- 
ing industry will be domi- 
nated by a relatively small 
number of large companies 
that win be truly global in 
scope and internationally 
.staffed. 

The big South African 
mining groups subscribe to 
this theory. Anglovaal, Gen- 
cor, JCI and Randgold are all 
Intent on joining Anglo 
American as members of 
this small band of global 
companies. Ashanti Gold- 
fields of Ghana also intends 
to expand. They see the rest 
of Africa as the obvious 
place in which to enlarge 
their operations because it is 
“on their doorstep". 
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GUINEA • by Mark Ashurst 

Developing raw 
talent and ore 



An infrastructure 
needs to be built 
in this mineral 
rich but troubled 
nation 

When government officials 
explain their ambitions for 
Guinea's mining industry- 
their discussion invariably 
turns to Mozambique. The 
two countries are at opposite 
extremes of the continent, 
and Guinea is more richly 
endowed with mineral 
wealth. But the south-east 
coastal country inspires a 
tinge of envy among mining 
bureaucrats in the west Afri- 
can state. 

Guinea is the world's sec- 
ond largest producer - after 
Australia - of bauxite, the 
raw material for alumina, 
from which aluminium is 
manufactured. Its economy 
has been dominated for more 
than 35 years by exports of 
bauxite, which last year con- 
tributed more than So per 
cent of foreign exchange 
earnings. But despite its vast 
bauxite reserves, Guinea 
continues to import alumin- 
ium. 

By contrast, Mozambique 
- which has no bauxite 
reserves - has been ear- 
marked by Billiton as the 
location for Mozal, a new 
al uminium smelter to be 
built at the harbour capital 
of Maputo. If the project goes 
ahead, the Mozambican 
smelter will draw on power 
from the hydroelectric dam 


at Cahora Bassa. and Import 
bauxite from Australia. 

Ous mane Sylla, Guinea’s 
first ambassador to South 
Africa, argues that Guinea 
should emulate the project 
“We have both bauxite and 
hydro power," he says, “My 
dream is realise another 
Mozal. but in Guinea." Both 
the comparison with Mozam- 
bique. and Mr Sylla's mis- 
sion to win near interna- 
tional investment in Guinea 
from South Africa, illustrate 
a chang e in attitude to inter- 
national mining companies. 

Perhaps the most concrete 
evidence came last year 
when the government gave 
up its majority stake in Fri- 
guia, the country’s only 
bauxite- to alumina complex. 
A consortium of interna- 
tional investors including 
Pecbiney. Noranda, Alcan 
and Hydro Aluminium 
increased their interest to 51 
per cent, and laid plans to 
increase alumina output 
from 700.000 tonnes per year 
to 1.2m tonnes by 2000. 

The higher volumes are 
intended to cut unit produc- 
tion costs by $45 per tonne, 
transforming Prlguia from 
the world's most marginal 
alumina producer to a lower 
cost operation which could 
foster the growth of a down- 
stream aluminium industry. 

To that end, the Guinean 
government has scrapped an 
export duty on alumina of 
$12.50 a tonne, replacing it 
with a more flexible tax 
between 75 cents and $3 per 
tonne of bauxite mined. The 


rate varies according to mar- 
ket conditions. “We don't 
want the government’s 
involvement to stand in the 
way of the professional 
operations of Friguia," says 
Fassine Fofana, minister of 
mines and geology. 

This pragmatic attitude 
extends to other sector^ of 
the industry. In August. 
Guinea won support from 
Washington for an Enhanced 
Structural Adjustment Facil- 
ity, following negotiations 
with the International Mone- 
tary Fund and the World 
Bank. A key component of 
its economic package was 
further reforms to the min- 
ing code introduced in 1986. 

New incentives for foreign 
investors, including more 
generous tax breaks than 
previously available, are 
already in place and will be 
finalised by the year-end. Mr 
Fofana plans to set up a 
“one-stop shop” at his minis- 
try to help cut bureaucratic 
delays for foreign compa- 
nies. The current discretion- 
ary powers of the minister to 
regulate mining will be 
reined back, and a geological 
database will be available to 
foreigners for a small fee. 

However, policy changes 
will have limited effect with- 
out improvements to Guin- 
ea's underdeveloped infra- 
structure. The country has 
vast potential to generate its 
own hydroelectric power, 
but it has historically failed 
to do so. 

A new power station at 
Garafiri, with capacity of 


75MW, is nearly completed 
and will supply electricity to 
the capital city of Conakri, 
and some outlying towns, 
from early 1999. A feasibility 
study into building a second 
power station at Kaleda, 
with capacity of 85MW, has 
been completed but the gov- 
ernment has yet to secure 
funding for the project Mr 
Sylla says mining companies 
will be preferred clients for 
power from Kaleda, if the 
project goes ahead. 

Sangaredi-Boke, the 
world's biggest open-pit 
bauxite mine, will continue 
to rely for power on dieseL 
The mine is run by Compag- 
nie des Bauxites de Guinfee, 
a joint venture between the 
government, which holds 51 
per cent, and Halco, a US- 
based holding company with 
eight big shareholders 
including Alcan and 
Comalco of Canada, Alcoa 
and Reynolds Metals of the 
US, Pecbiney of France, and 
VAW of Germany. 

A $200m expansion at 
Bok6 will lift production 


from about 12m tonnes last 
year to l&5m in 1998. The 
expansion was prompted by 
a spate of 12-year export con- 
tracts for Bok6 bauxite, 
which Was thu richest metal 
content in the world. 

■ Buoyed by this demand, 
the government is also try- 
ing to revive the Dian Dian 
project. Dian Dian would 
mine bauxite deposits near 
the port of Kaxnsar and 
smelt alumina for customers 
in the for east and Russia. 
The scheme was Initially 
devised by Russian and 
Ukrainian mmpanipft , and is 
now being examined by a 
western consortium which 
estimates the cost of the 
project at $2bn. Development 
would be conditional on 
funding a new rail link and 
harbour. 

Although mining In 
Guinea is dominated by 
bauxite, the country is also 
emerging at the periphery of 
the current west African 
gold boom. Exploration for 
diamonds Is gathering pace, 
and Rio Tin to and Billiton 


resources vary between 200 
and 1.000 tonnes. Mr Sylla 
says a variety of prospecting 
projects are at a tentative 
stage, but he is encouraged 
by Guinea’s “very close" 
relations with Ashanti Gold- 
fields of Ghana. Golden 
Shamrock, Ashanti's Austra- 
lian subsidiary, has a pro- 
spective gold project in the 
Siguiri region arid a Cana- 
dian company, Tarn g old, has 
also been awarded an explo- 
ration licence. 

South African groups, led 
by Anglo: American, De 
Beers and Randgold, have 
been regular visitors. 
Barker, a small South Afri- 
can company, last month 
signal a contract to reopen 
the Aredor alluvial diamond 
mine, which closed three 
years ago. De Beers has been 
prospecting for kimberlites 
in eastern Guinea since 1995, 
and in July this year signed 
a concession with the gov- 
ernment to operate possible 
new mines in the country. 


MALI • by Ken Gooding 


Now catapulted into the top ranks 


Optimism for 
continued success 
grows as new 
developments 
take off 

Gold made the ancient, 
land-locked empire of Mali 
one of the richest in the 
world between the 13th and 
16th centuries. Now, with 
the help of modern mining 
techniques, the country is 
re-emerging as an important 
producer. 

The Sadiola Hill mine, 
near Kayes on Mali's west- 
ern border with Senegal, 
which reached the full pro- 
duction level of one tonne a 
month in May, has cata- 
pulted Mali into the top 
ranks of west African gold 
producers, second only to 
Ghana. 

Cheikna Seydi Diawara, 
Mali's minister of mines, 
energy and water, says he is 
certain his country will pro- 
duce 20 tonnes of gold 
(643,000 troy ounces) this 
year. The number of 
advanced projects planned 
suggests that an annual rate 
of 25 tonnes will be reached 
before 2000. 

Mr Diawara’s medium- 
term ideal target is 30 tonnes 
(965,000 ounces). “That 
would be good for us,” he 
says. “The government puts 
great store in the mining 
sector because it creates jobs 
and wealth." 

Large gold mines of Sadi- 
ola HQI’s size are rare. It was 
discovered by a small Cana- 
dian company. Iamgold, 
which recruited Anglo 
American Corporation of 


South Africa, the world's 
biggest corporate gold pro- 
ducer. as its partner. Sadiola 
cost about $300m to bring 
Into production. 

Mr Diawara is particularly 
keen to encourage smaller 
companies to move to MalL 
This might involve govern- 
ment assistance with Infra- 
structure projects, or 
changes to mining regula- 
tions to make it easier for 
small companies to start pro- 
jects quickly. 

However. Mr Diawara 
insists that “in future, there 
will be minimal state 
involvement in mining com- 
panies. The government will 
concentrate on providing 
geological data for potential 
investors." There are 27 for- 
eign companies exploring for 
gold or mining it In Mall, 
and another four involved in 
Joint ventures with Malian 
companies. There are also 22 
Malian companies searching 
for the metaL 

Among the foreign groups 
is Randgold Resources and 
Exploration, listed in June 
on the London Stock 
Exchange. Mark Bristow, its 
managing director, suggests 
Mr Diawara is the most 
knowledgeable mining min- 
ister in Africa because he is 
a geologist with considerable 
practical experience in the 
industry. 

One reason for Mr Dlawar- 
a's confidence in Mali’s abil- 
ity to produce more than 25 
tonnes of gold a year is that 
the future of the Syama 
mine has been made secure. 
It was developed by Broken 
Hm Proprietary of Australia 
(BHP). and is the first gold 
mine in the country to use 



A secure future: the Syama gold mine in Mafi KanOooctnp 


modern techniques. BHP 
spent 6107m to develop 
Syama, situated in a remote 
area near Slkasso in the 
south of the country. In two 
stages between 1990 and 
1994. Unfortunately, the 
mine never lived up to the 
group's expectations and 
this led to tensions between 
BHP, the workforce and the 
government 

Randgold Resources 
bought BHP’s 65 per cent 
stake in the mine and other 
Malian assets for 684m, and 
intends to spend $68m over 
the next three years on capi- 
tal equipment and making 
changes to lower Syama’s 
costs. 

Mr Bristow says the aim is 


to reduce cash operating 
costs, which were between 
6350 and $360 an ounce when 
BHP owned the mine, to $210 
an ounce and boost annual 
production from last year’s 
120,000 ounces to 270.000 
ounces. 

Randgold Resources is 
confident it will have at 
least one more gold mine 
operating in Mali, and possi- 
bly two. within five years. 

It took only 15 months to 
bring the Sadiola Hill min e 
into production. Apart from 
operating the mine, Anglo 
American Corporation owns 
38 per cent of Semos. the 
investment vehicle for the 
project Its partners are Iam- 
gold of Canada with 38 per 


cent the Malian government 
with 18 per cent and Interna- 
tional Finance Corporation, 
the World Bank's commer- 
cial arm. with 6 per cent 

Another project Mr Dia- 
wara hopes will add to Mali’s 
production soon is Kalana. 
This site produced small 
amounts of gold when it was 
owned by the state and oper- 
ated by Russians, who 
suggested Kalana had 1.4m 
ounces (43.5 tonnes) of mine- 
able gold. 

In keeping with Mali’s 
“minimal involvement" in 
mining companies. Kalana 
was privatised and went to 
Ashanti Goldfields of Ghana. 
In May, Ashanti agreed to 
sell 70 per cent to Nelson 


Gold, a UK based company. 
Ashanti will retain 10 per 
cent and the government 
holds the remaining 20 per 
cent. 

Mr Diawara says that 
although Mali based its min- 
ing legislation and regula- 
tions on those formulated in 
Quebec, Canada, with the 
idea of making them attrac- 
tive' to international miners, 
the rules are evolving all the 
time. 

“We can learn from min- 
ing companies operating 
here how to improve the 
mining legislation," he says. 
“We want our legislation to 
be specific to MalL We want 
to. bear what investors in 
Mali want from us.” 


ft HANA • bv Michael Holman ; 

A century of 

growth and 
influence 


Ashanti’s 
successes and 
problems mirror 
those of Ghana 
itself 

The contrast between two 
photographs displayed in the 
Accra headquarters of 
Ashanti Goldfields could not 
be more dramatic. 

One is a faded black and 
white print taken at the 
opening in 1897 of Ashanti s 
operations at ObuasL some 
180km from the Ghanaian 
capital, and shows a handful 
of workers posed for the 
camera at what is little more 
than a clearing in the bush. 

The other is in colour, dis- 
playing a state-of-the-art sul- 
phide treatment plant which 
has helped turn Obuasi into 
one of the world's most mod- 
em mining operations. 

The rise, fan, and subse- 
quent revival of Obuasi In 
particular, and Ghana's gold 
mining sector in general, 
reflects the fortunes of the 
country as a whole. 

In i960, just three years 
after independence, Ghana’s 
gold production was 913,000 
ounces. By 1982, output had 
slumped to 261,000 ounces as 
the country paid the price 
for the policies of founder 
president Kwame Nkrumah 
and the succession of mili- 
tary coups that followed. 

Today, the reining sector 
Is enjoying a gold-led boom, 
which has displaced cocoa as 
the country's largest foreign 
exc hang e earner. Over the 
past decade production of 
the min eral that gave the 
former Gold Coast its name 
has risen five-fold, reaching 
L5m ounces last year, worth 
$ 612m, and accounting for 
around 40 per cent of 
exports. 

Investment in the industry 
has been running at around 
$200m a year as companies 
from South Africa, Canada, 
the United States, Britain 
and elsewhere search for 
new lodes, develop existing 
properties, or exploit new 
concessions. This recovery 
owes much to the decision in 
1983 by the government of 
Jerry Rawlings to implement 
a reform programme based 
on market-determined 
exchange rates. 

Incentives for investors 
.include generous capital 
allowances, with 75 per cent 
written off in the first year 
of assessment, and 50 per 
cent annually thereafter, 
exemption from payment of 
impart duties on plant and 
equipment, and a mining 
profits tax rate which has 
been reduced to 35 per cent 

Undo* Sam Jonah, Ashan- 
ti’s chief executive, who 
began his career working 
underground at ObuasL the 
once struggling local com- 
pany has been turned Into a 
thriving multinational with 
interests across the conti- 
nent, while helping to blaze 
the African privatisation 
trail in the process. 

Floated in 1994, with the 
government of Ghana selling 
30 per cent of its 55 per cent 
interest for $454m, Ashanti 
is now listed on the stock 
markets in London, New 
York, Toronto, Zimbabwe 
and Ghana. 

Since the notation, a spate 
of acquisitions, including a 
$86m bid for duff Resources, 


a SlOOm agreed offer for 

International Gold 
Resources of Toronto, and a 
partnership deal with Cana- 
da’s International African 
Mining Gold Corporation 
(Iamgold), have expanded 
Ashanti's operations from 
Obuasi into gold mines and 
claims stretching from Eri- 
trea to Zimb abwe. Ashanti’s 
largest takeover was of 
Gdden Shamrock of Austra- 
lia in a deal worth $263m, 
which was completed in 
October 1996- 

The Cluff deal not only 
brought with it operating 
mines in Ghana and Zim- 
babwe. but gives Ashanti a 
stake in the Geita property 

in Tanzania, historically the 
largest gold producing 
region in east Africa. The 
Geita Gold Mining Company 
produced about 900,000 
ounces between 1938 and its 
closure in 1966. 

Elsewhere in Africa recon- 
naissance surveys and more 
detailed geochemical and 
geophysical surveys are con- 
tinuing in Senegal. Niger. 
Zimbabwe, Mozambique, Eri- 
trea and Mali. 

But it has not been plain 
calling for Ashanti. 

Confidence in the com- 
pany took a knock when it 
foiled to reach its lm ounce 
production target at Obuasi 
set for 1995. Analysts also 
suggest that the acquisition 
spree left Ashanti's manage- 
ment capacity overstretched. 

Despite figures for second 
quarter 1997 showing a 42 
per cent drop in profit before 
tav, Ashanti remains confi- 
dent that it will meet the 
1997 objective to produce- 
1.1m ounces at $265 per 
ounce. Obuasi is expected to 
produce some 850.000~ounces 
at a cost of $275 an ounce, 
contributing to full year 
profits, say analysts, of $40m 
to $50m, against S60.lm in 
1996. 

Output will be boosted in 
the second half of next year, 
with the start up of two 
mines, Btbiani in Ghana and 
Siguiri in Guinea. 

Company officials also 
point out that the weak gold 
price has been cushioned by 
the fact that some 80 per 
cent of 1998 output was 
hedged at $428 an ounce, and 
the group has a total of more 
than 5m ounces hedged at 
over $420 a ounce’ 

Ashanti's expansion apart, 
the mining sector’s growth 
is being sustained, with the 
government granting 100 
leases last year, compared 
with 70 in 1995. 

Recent developments 
include reports that Austra- 
lia’s Resolute Samantha is 
close to proving up to lm 
ounces of gold at its Obotan 
project, on top of proven 
reserves of 900.000 ounces; 
while earlier this year the. 
country's Environmental 
Protection Agency gave Gold 
Fields Ghana the go-ahead 
for its proposed open -cast 
gold project at Tarkwa. 

Set to be Ghana’s second 
biggest mine after Ashanti, 
it Is scheduled to start pro- 
duction later this year, and 
will initially produce 120,000 
to 130,000 ounces annually - ' 

Its main shareholders / 
Gold Reids of South Africa 
(70 per cent) and Canada’s 
Golden Knight Resources 
(17.5) plan to build produc- 
tion up to 230,000 ounces by 
2000 


SECURITY SERVICES • by Ken Gooding 

Diamond dogs of war prowl 


Mining companies are 
using military-style 
agencies for protection 
in trouble regions in 
Africa 

Employees of two Canadian diamond 
exploration companies, caught op in 
the fighting in Sierra Leone In May. 
were dramatically lifted to safety by a 
Russian-built helicopter operated by a 
company called Executive Outcomes. 

The name is obviously Intended to 
sound blandly professional and coolly 
efficient But, following successful sor- 
ties on behalf of governments of 
Angola and Sierra Leone, Executive 
Outcomes' operatives have been 
dubbed “the diamond dogs of war." 

The organisation has played an 
important role in the recent troubled 
history of mining in Sierra Leone. Dur- 
ing the May fighting, Executive Out- 
comes also assisted In the rescue of a 
number of American investors who had 
been visiting Sierra Leone's Sieromco 
bauxite mine. 

Executive Outcomes was set up in 
1989 by Simon Mann, who served with 
Britain's elite unit the Special Air Ser- 
vices (SAS). He staffed the organisation 
with former officers of the Reconnais- 


sance Commandos, the South African 
equivalent of the SAS. Eeban Barlow. 
Its chairman, says the Pretoria-based 
company can call on about 2,000 poten- 
tial contract workers, including pilots 
and medical doctors and other special- 
ists as well as former soldiers, black 
and white. 

It has at its command light armoured 
vehicles and aeroplanes, as well as 
Russian attack helicopters. 

The organisation’s first big contract 
was with the government of Angola In 
1993 - Mr Barlow insists Executive 
Outcomes works only for internation- 
ally recognised governments - which it 
helped during the civil war. 

In 1995 it was hired by the then mili- 
tary government of Sierra Leone after 
rebel forces of the Revolutionary 
United Front, who took up arms in 
1991, overran key bauxite, rutile and 
diamond reining areas. 

Executive Outcomes' involvement in 
Sierra Leone's mining goes much 
deeper, however, than mounting rescue 
operations. It hius been described in a 
recent prospectus as offering military, 
security, advisory and logistical ser- 
vices to governments in Africa. 

One of the two diamond companies 
whose employees were rescued during 
the May coup that toppled the year-old 
government was DlamondWorks, a 


company which brings together an 
interesting combination of executives 
and shareholders. 

Chairman of the Vancouver-based 
company until last month was Eric 
Frledland. the younger brother of Rob- 
ert Frledland, . reining deal-maker 
famous for his involvement with the 
ill-fated S umnfi tville mine in Colorado, 
and Diamond Fields, the company that 
discovered the huge Volsey’s Bay 
nickel deposit in Newfoundland. 

Robert Friedland's equity interest In 
DiamondWorks Is small. Its biggest 
shareholder Is Tony Buckingham, who 
has a British military background and 
Is also reputed to have served with the 
SAS 

He sold Branch Energy, a UK-based 
company, to DlamondWorks last year. 
A DlamondWorks prospectus early this 
year revealed that Mr Buckingham pro- 
vided introductions for Executive Out- 
comes to governments and advised gov- 
ernments on their commercial 
relations with that organisation, either 
directly or through Branch Energy. 

The prospectus also showed that Dia- 
mondWorks had hired Lifeguard, an 
affiliate of Executive Outcomes, to 
guard its exploration properties In 
Sierra Leone for $60,000 a month. 

That is a modest sum compared with 
what Executive Outcomes charges gov- 


ernments - $20m a year, according to 
Mr Barlow. 

Branch Energy was awarded dia- 
mond concessions after Executive Out- 
comes joined the fight against the reb- 
els. Branch Energy representatives 
insist, however, that this was not pay- 
ment in kind for services rendered by 
Executive Outcomes but was the result 
of protracted bidding. 

After Branch merged with Diamond- 
Works last year, DiamondWorks hired 
Tim Spicer, managing director of 
another Executive Outcomes affiliate, 
Sandline International, to work on 
"commercial security requirements" at 
Its Sierra Leone and Angola diamond 
concessions. 

Sandline then made headlines of its 
own when it signed a $35m contract to 
help the government of Papua New 
Guinea which wanted to regain control 
of the copper mine on the island of 
Bougainville. This had not been oper- 
ated for some years because of violent 
opposition by secessionist forces. News 
of this arrangement caused political' 
upheaval in PNG. Members of the mili- 
tary revolted and forced Julius Chan, 
the prime minister, to resign 

At a subsequent PNG government 
Inquiry. Mr Spicer, a career British sol- 
dier with service in Northern Ireland, 
the Falklands and Sarajevo, said Mr 



for business 


Buckingham and Michael Grunberg, 
another Branch Energy director now 
on the DiamondWorks board, assisted 
in negotiating the PNG contract 

Executive Outcomes had 300 people 
in Sierra Leone at the height of its 
operations. After helping the army to 
force the rebels into peace negotia- 
tions, it withdrew in February. 

Jakkie Cilliers, of the South African 
Institute for Defence Policy, a military 
think-tank, says that the unwillingness 
of the United Nations and western pow- 
ers to tackle conflicts like Sierra 
Leone's civil war left a void to be filled 
by - organisations like Executive Out- 
comes. 

■ The fighting in May this year was 
a serious blow to Sierra Leone’s econ- 
omy- The Sierra Rutile mine in 1993 
contributed more than half of Sierra 
Leone’s foreign earnings of $108m, and 
was also the country's biggest 
employer, with.LSQG on the payroll 
The former British colony is about the 
size of Scotland and with 47m people. 

Consolidated Rutile, an Australian 
company that owned half of Sierra 
Rutile, with Nord Resources of the US 
as its partner, estimated that A$25m of 
damage was done by the rebels. Until 
this May’s coup, it intended to spend 
A$80m to restart and expand the mine, 
which previously produced an annual 


160,000 tonnes of rutile. 

Al usufose, the European group which 
owned the Sieromco bauxite mine in - 
the Mokanji hills, decided, when the; 
war died down, it was not worth' 
resuming production - which had been 
at about 7 . 3m tonnes a year — when 
war died down. The mine started in 
1964 and employed 700. Alusuisse lost 
an estimated $3Qm in assets when the 


wiuch is based in Louisian 
and has the backing of Fui 
and minerals trading group 
Sierra Leone's diamond 
also attracting fresh fore 
rant before the coup. Re 
Jgning, a Toronto listed coj 
the first company to inves 
Leone after the six-year 
ended, when it put up Sl.6r 
an alluvial mine where prw 
due to have started this ’ 
airnual rate of about 20,000 
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and one ofits founders, wj 
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M&A - South Africo/UK 7996 



SBC Warburg odvised AAC on the 
acquisition of a 25.9-';' stake in 
Lonrlio for a total of £3S0m. 


Advisory - Gabon 7996 


Advisory & Equity - Spain 7997 


SBC Warburg is advising the 
government of Gobon on certain 
mineral asset privatisations. 


SBC Warburg advised Rio Narcea 
Gold Mines on debt and equity 
Bunting Warburg financing 
:US$40m 


SBC Warburg was sole advisor to 
SFPG on its mergei with 
Ncwmont Mining, 


Equity Distribution - Canada 1996 


Bunting Warburg was (cad 
underwriter foi a USS21 m equity 
sue for Sutton Resources developing 
a major gold mine in Tanzania. 
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SBC Warburg advised on the 
London listing of shares in this 
major US based aluminium 
producer. 


Debt Distribution - Switzerland 
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SBC Warburg was co-lead 
manager for on issue of 
US$252. Sin of Convertible Bonds. 
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Advisory - Africa 7997 




Advisory - Indonesia 7997 


Equity Distribution - UK 7996 


SBC Warburg is advising the 
ndenesion Government on th 
piivcttisation ci PT Anoka 
Tomhoncj. 


SSC Warburg advised Africcir 
Mining Group on its crequisitie 

of 34,9'' r. of JCI 
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SBC Warburg boughs Minorca'': 
iritere'.l in Johnson Motthe 
tor C]32rn end pierced ::ie -.hare- 
with institutional n) ve -.tor*. 
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DEMOCRATIC REPUBLIC OF CONGO • by MIchela Wrong 


Temptation after 
the war’s end 


Decades of strife 
and corruption 
stalled production 
- now the mines 
have reopened 


At the Gecamines' works in 
Likasi. in the southern prov- 
ince of Katanga, processed 
cobalt is stored in a ware- 
house with massive padlocks 
on the door and rolls of 
barbed wire stretched across 
the ceiling inside. 

The wire is connected to 
the power grid at night. 
Thieves break, in from above 
only to be ripped to shreds 
or electrocuted. Despite skull 
and crossbones signs on dis- 
play to warn of these dan- 
gers, many locals have tried. 
"If there was a competition 
for breaking and entry, our 
countrymen would win it,” 
quips an engineer. 

The temptation presented 
by the abundant min eral 
wealth belonging to the 
Democratic Republic of 
Congo (formerly Zaire) is 
bard to resist in a country 
on the verge of bankruptcy. 
With the departure and 
recent death of President 
Mobutu Sese Seko, the lure 
of Congo's untapped deposits 
reverberates far beyond 
national borders. 

Companies from America, 
South Africa, Canada and 
the UK have rushed to sign 
deals with the Alliance, led 
by the new president Laur- 
ent Kabila, that took over 
the country in May. Others 
wish to confirm contracts 
tentatively drawn up with 
tlw mr t g n in g government. 

So extensive are the depos- 
its that exploitation could 
have a significant impact on 
World markets, nndwminlng 
copper prices and making 
manufacturers think twice 
about using cheap alterna- 
tives to cobalt. 

“While mining technology 
made leaps and bounds, 
Zaire was left out of the pic- 
ture because of Mobutu.” 
says Allan Crawford of Inter- 
national Panorama 
Resources, a Canadian com- 
pany launching a copper and 
cobalt tailings project at 
Kakanda and Kambove. 
100km east of the town of 
KolwezL 


“The country has been in 
a time warp. These types of 
projects are simply unheard 
of anywhere else in the 
world,” he says. 

Under Mr Mobutu's cor- 
rupt presidency, the state- 
owned mining company 
Gecamines was ruthlessly 
take apart by its own canni- 
balistic executives, who 
smuggled concentrates, 
spare parts and moveable 
equipment abroad for sale. 

By the tfrnp the Alliance 
seized power. Zaire had gone 
from selling 400,000 tonnes of 
copper a year, making it the 
world’s fifth largest pro- 
ducer, to a pitiful 38,000. 
Output of cobalt had fallen 
to 4,000 tonnes a year from a 
previous 15,000. 

The extent of that collapse 
guaranteed a warm recep- 
tion in Kinshasa for new 
investors interested in par- 
ticipating in what may prove 
to be the piece-meal privati- 
sation of Gecamines. 

Despite President Kabila’s 
former Maoist leanings, tbe 
incoming government real- 
ised that economic regenera- 
tion depended on reviving 
the mining sector. After a 
few well-publicised mistakes, 
it swiftly became clear that a 
non-interventionist climate 
was a prerequisite for seri- 
ous investment. 

“The big difference 
between Kabila and Mobutu 
is that Mobutu took over a 
rich country and looted it," 
says one mining official. 
“Kabila is taking over a 
country on its knees. They 
have no choice but to make 
sure the investment environ- 
ment is encouraging." 

Those who have done best 
are the risk-takers who 
backed the Alliance when it 
was s till marching on Kins- 
hasa or steamed ahead with 
half-formed projects during 
Mr Mobutu's last days in 
power on the blithe assump- 
tion that the new adminis- 
tration could only be an 
improvement 

The most ambitious proj- 
ect. awarded to Adolf Lun- 
din’s Tenke Mining , involves 
a deposit at Tenke Fungu- 
rume, 175 km northwest of 
Lubumbashi, which was 
evaluated in the 1970s but 
abandoned because of civil 
unrest 


Thriven by the goal of sustainable 
gro wth > Randgold Resources 
has been built into 
a world-class , a 


gold-focused 
mining and 
exploration 
company . 
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The company note has 

• a .-toll'd prf> duciion base at the 
Syurna nano in Mali. 

• a resource base of more than 
10 i nil! ion ounces. 

• advanced projects which include a new 
mine under c!eeeiof>menl in Mali. 

• a portfolio of prime properties and active 
exploration teams in seven African countries, and 

• a listing on tbe Loudon stock exchange 

,-b' strong on performance as it is abundant in promise. 
Rcmdgf'kl Resources is welt placed, to continue its rapid 
growth, by bringing its proven capabilities to bear on the 
discovery and. development, as well as the acquisition, of 
attract! re new opportunities. 




MINES ‘98 

EUROPEAN UNION - 
WEST AND CENTRAL 
AFRICA MINING FORUM 
Accra, Ghana: 

30th March - 2nd April, 1998 



Organised by: 

The European 
Commission and tbe 
Economic Community 
of West African States 
(ECOWAS) 


“Fast Track to Mining in Africa ” 

* Over 100 selected investment and exploration projects to be presented 

■ One-to-Om Meetings with mining project promoters from West & Central Africa ifl 4 days 

- The latest information oo the mining sector, trade, investment and policy issues 

Tbe purpose of this Forum is io increase investment and co-operation by private companies in tbe mining 

sector of IS West and Centra] African countries. Projects will involve exploration, extraction and mineral 

processing, covering base and precious metals, industrial minerals and dimension stone, gemstones and 

solid fuel minerals. 

P ar tic ip ation mil be limited to 150 selected companies registered in ibe EU and in Australia, Canada. South 
Africa ami USA 

For farther information please contact: 

teL- Agora* 2000: +39 6 324 1 7 19 (Southern Europe) 

GFE: +49 241 91 83 00 (Northern Europe) 

Metre Sofres: +44 181 688 55 35 (UK/Ireland/OtberJ 


ZIMBABWE •by Tony Hawkins 


The Canadian company 
forecasts production of 

100.000 tonnes of copper and 

8.000 tonnes of cobalt by the 
year 2000, eventually rising 
to 400,000 tonnes of capper - 
equal to Zaire’s total annual 
production in the 1980s and 
making Tenke Fungumme 
one of the top 10 mines in 
tbe world. 

More controversial has 
been a $lbn project to 
exploit Kolwezi's copper and 
cobalt tailings and revive 
the Kipushi min e, 30 ferns 
from Lubumbashi. Kipushi 
sits on one of the world's 
most important zinc deposits 
and could produce sulphuric 
acid in quantities that would 
supply the mining Industry 
in both Congo and neigh- 
bouring 7-flrahia 

The contract was awarded 
to the Toronto-listed Ameri- 
can Mineral Fields whose co- 
chairman Jean Raymond 
Boulle. a farmer De Beers' 
executive, lent Mr Kabila his 
jet and bought diamonds 
from the Alliance when they 
desperately needed funds for 
their war effort. He now con- 
fidently predicts production 
from Kipushi of 200,000 
tonnes of zinc and 30,000 
tonnes of copper a year. 

Although Anglo American 
Corporation of South Africa 
was snubbed when the Kol- 
wezj contract was awarded, 
it still hopes to win the right 
to exploit tailings at Roashi- 
Etoile, estimated to contain 
2m tonnes of copper and 

300.000 tonnes of cobalt 

While no one denies the 

eventual impact Congo will 
have on world markets, 
many industry analysts 
counsel patience, saying the 
problems of such a dilapi- 
dated country, in partner- 
ship with a government still 
in embryonic form, should 
not be underestimated. 

Recent news that Mwana 
Nanga Mawampanga, the 
Finance Minister, bad been 
arrested for embezzlement - 
no sooner broadcast on state 
radio than officially denied - 
suggested that either Zair- 
ean vices linger on or vari- 
ous factions are at war 
wi thin the government Nei- 
ther scenario is encouraging. 

“The situation Is very sim- 
ilar to what happened in the 
former Soviet Union when a 
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Uncertainty for 
foreign investors 
in an 

environment 
difficult to define 




Production pipefines: cobalt processing In Lakasi 


mum mung 


lot of the big companies 
backed away and waited for 
junior companies to prepare 
the terrain for them,” says 
Stephen Brig gs , matals ana- 
lyst for E-W. Balderson. the 
South African stockbroker. 

. “We've gone from thinking 
in terms of a couple of 
months to thinking in terms 
of a couple of years.” 

The crucial factor will be 
political stability, not only in 
Congo itself, where many of 


Mr Mobutu's former soldiers 
still run amok, but also in 
neighbouring Angola, where 
civil war is on the verge of 
exploding again. 

Without tbe rehabilitation 
of the war-damaged Ben- 
guela railway running from 
Lubumbashi to Angola's 
coast, Katanga remains an 
expensive part of the world 
to operate in, however pure 
and untouched its fabled 
deposits. . 






mm 


GABON Ftopufcfc 6) 

mL- ■ 7 CONGO 


ggkf 


(forrwrty Zaire) 


Kfetshasa 


fi&bir.’Le*??!!.. 




Kohwzt Tento } 
• • Ufcas? 


mm 




R? 


COPPERBELT 


ZAMBIA 


Luanaiiya 


r .o. ■&’**«*: 




namisa ; 3^*^^zimbabwe 


After two difficult, 
disappointing years to 1996 
and 1997 the Zimbabwe min- 
ing industry is hoping for - 
indeed expecting - better 
times next year, and beyond. 
" A decade of zero volume 
growth in the industry came 
to an end in the period from 

1994 to 1995 when output 

jumped almost 20% to record 
levels, but last year’s combi- 
nation of softer prices and a 
decline in volumes 
saw the value of production 
slip to $600 milli on from $620 
million in 1995. 

This year has been diffi- 
cult on a number of counts 
Gold, accounting for just 
over half the value of pro- 
duction in 1996, is in trouble. 
A weaker bullion price, rap- 
idly escalating costs — both 
wages and electricity tariffs 
will increase over 40% this 
year - and an over-valued 
exchange rate, led to an esti- 
mated fell of over 8% in the 
volume of gold output in the 
first half of the year. 

Rio Tinto Zimbabwe, 
announcing a 56% decline in 
pre-tax profits -in the first 
half of 1997, recently closed 
its smgll Brompton gold 
mina and other higher cost 
projects are at risk. 

Hopes that Broken Hill 
Proprietary's (BHP's) $290 
milli on platinum mine 
would give the industry a lift 
this year were not realised, 
pushing back the start-up 
date by a combination of 
technical, mining problems 
at the Hartley site. 

On a visit to Zimbabwe 
last month, BHP's managing 
director, John Prescott 
blamed the 12-month delay 
in reaching fun production 
an the need to go deeper, 
requiring increased develop- 
ment work. Hartley is doe to 
export platinum before the 
end of 1997, only reaching 
full production of 150,000 
ounces of platinum and 

110,000 ounces of palladium 
in 1996, at which stage it will 
account for 3% of global 
platinum production. 


Mr Prescott has strong^ 
denied reports that BHH. 
which owns 67% of Hartley 
in a joint venture with 
another Australian m in ing 
house. Delta Gold, is cansm- 
uHwg Boning the mine. He 
said that although BHP has 
been approached by poten- 
tial buyers “we have told 
th e m that our intention is to 
develop the project”. 

Bartley was originally 
costed at around $225 million 
and the $64 million over- 
shoot on development costs 
is a roattw of concern says 
Mr Prescott, adding that it 
will be difficult to reach the 
expected rates of return. 
BHP would not make any 
decisions about a possible 
second phase of the scheme 
until the mine bad proved 
its viability. 

The government remains 
ambivalent towards foreign 
investment, partly attribut- 
able to President Robert 
Mugabe's commitment to 
“imtigenislng" the economy. 
The first move came a year 
ago when agreement was 
reached between the govern- 
ment and South Africa’s 
Anglo American Corporation 
for the former to take a 
minority stake in the coun- 
try's largest nickel producer, 
Bindura Nickel Corporation. 

In August. Anglo 
announced the sale of a 20% 
stake In Bindura to the gov- 
ernment at a premium of 
25%' on the share price for 
some $12.5 million. Other 
mining houses have been 
approached, with Lonrho 
expected to unbundle some 
of its Zimbabwe gold mining 
interests to indigenous 
investors. 

Last year, the UK-based 
T&N, formerly Turner and 
Newall, group sold its shares 
in asbestos producer Associ- 
ated Mines to a group of 
Zimbabwean entrepreneurs, 
while file foreign-owned Zim- 
babwe Mining and Smelting 
Co (Zimasco) - one of Zim- 
babwe's two substantial 
ferrochrome producers - 
sold a significant minority 
stake to a black empower- 
ment group, headed by for- 
mer army commander. Gen- 
eral Solomon Mujuru. 

This latter deal angered 
President Mugabe, who says 
that the government has the 


right of first refusal on any 
disposal of Zimasco shares. 
He has threatened to nation- 
alise the company unless the 
Mujuru deal is shelved in 
favour of a government buy 
out of 50% of the shares. 

The government argues 
that its indigeuisatlaa strat- 
egy poses no threat to for- 
eign investors and that the 
state has no intention of 
holding on to shares it buys 
in foreign-owned mining 
groups. These will be “ware- 
housed” for subsequent allo- 
cation or sale to investors. 

Mining multinationals 
with an array of attractive 
investment opportunities 
elsewhere in the developing 
world, have their reserva- 
tions, especially when - as 
in tbe Zimasco case - the 
government is demanding 
.control as well as ownership. 

Indigenisation could well 
turn out to have a short 
shelf-life, especially as the 
politicians are forced to 
acknowledge that they need 
niining multinational muscle 
in the form of finance, tech- 
nology, expertise and market 
access. 

Although the mining sec- 
tor contributes less than 4% 
of GDP and employs only 

60,000 people it is crucial to 
Zimbabwe’s future because 
it generates between 35% 
and 40% of export earnings 
- gold, ferrochrome, nickel, 
asbestos rank among the top 
ten exports, to be joined in 
1999 by platinum. 

Over the next ten years, 
the signs are that the struc- 
ture of the industry will 
change radically. Platinum 
and diamonds, for which 
intensive exploration is cur- 
rently taking place and the 
huge Sengwa coal project 
owned by Rio Tinto could 
supplant asbestos, which has 
product life-cycle limita- 
tions, and gold, currently the 
country's second largest 
export, after tobacco, as 
important foreign currency 
earners. 

Zimasco has a promising 
platinum project (Mimosa] 
which is another reason for 
President Mugabe to tread 
warily in implementing ins 
indigenisation programme. 
Foreign input will be needed 
to develop this and other 
projects. 


ZAMBIA * by Mark Ashurst 


Current privatisation too slow 


To ease the 
national debt, 
many Zambian 
companies await 
selling off 


It is a mark of the 

importance of Zambian cop- 
per to further expansion in 
the sub-Saharan mining 
industry that none of those 
with a stake in its future 
agree oo a prognosis for the 
next century. 

Opinion is divided an the 
current privatisation of Zam- 
bian Consolidated Copper 
Mines (ZCCM). the state- 
owned conglomerate which 
contributes 25 per cent of the 
country’s gross domestic 
product Depending on your 
stance, the process is either 
a speculators’ treasure trove 
or a belated effort to salvage 
the re m a i ns of a devastated 
industry. There is truth in 
both points of view. 

Shares in ZCCM and Zam- 
bia Copper Investments, a 
subsidiary of Anglo Ameri- 
can which holds 27.3 per 
cent of ZCCM. have emerged 
as favourites among analysts 
and speculators alike. Inves- 
tec, the South African 
investment bank, posits a 
long-term value of $12 per 
share for ZCCM. which has 
trailed its year-high of $5 for 
most of the year. 

But the long-awaited pri- 
vatisation has progressed 
slowly, and disposals to date 
have been limited to ZOOM’S 
valuable power assets and a 
variety or peripheral mining 
contracts. These hold the 
promise of significant devel- 
opment, but have earned 
only modest cash prices for 
the debt-ridden conglomer- 
ate. ZCCM is currently so 
short of cash that it cannot 
fund redundancies at its ail- 
ing operations, and resorted 
to an emergency loan of 
$30m to meet wage costs in 
the second quarter. 

Jack Holmes, executive 
director at Anglo American 
responsible for the group’s 
Zambian interests, says pros- 
pects for ZCCM have been 
frustrated by a lack of politi- 
cal will. “The government 
was led to believe by various 
outsiders that things were 
not as bad as they are. Tbe 
result is that they are privat- 
ising in a crisis situation, 


which is not good for value 
and not good far morale.” 

But while few would dis- 
pute that ZCCM is a rapidly 
declining asset tbe group’s 
financial position may be 
less precarious than is first 
suggested by a glance at its 
fragile balance sheet The 
legacy of state intervention 
during the 1970 b and 1980s is 
that ZCCM may be spared a 
significant proportion of its 
debts, which ZCCM’s man- 
agement argues are techni- 
cally sovereign debts for 
which the Zambian govern- 
ment is liable. 

The exact details are 
fuzzy, and a final reckoning 
of ZCCM’s financial position 
is likely to depend on negoti- 
ations with tbe gov ern ment 


A speculators' 
treasure 
trove or 
an effort to 
salvage a 
devastated 
industry 


and the success of the 
unbundling process adminis- 
tered by the Zambian Priva- 
tisation Agency. 

ZOOM’S total debt is esti- 
mated at about $800m, of 
which about $200m is made 
up of short-term liabilities to 
suppliers. Much of the bal- 
ance Is long-term borrowing 
arranged through ZCCM by 
Kenneth Kaunda, the former 
president, who siphoned for- 
eign currency away frwn the 
nifnaa to fund spending an 
welfare and infrastructure. 

Almost two decades . of 
under funding , and a short- 
age of capital investment in 
new mines, baa dragged 
Zambia's copper output from 
a peak of 720,000 tonnes in 
1969 to 320.000 tonnes in 
1996. Results for the year to 
March 1997 suggest a com- 
pany on the brink of col- 
lapse. Operating losses 
increased to 50.6bn kwacha 
<K50.6bn); total net losses 
after interest and currency 
losses were Kl99bn; with 
borrowings at K43Shn. 

But in dollar terms, there 
may be grounds for opti- 
mism. Long-term obligations 


fell from $410m to $334m last 
year, as ZCCM paid off for- 
eign obligations from its 
operating cashflow. The bal- 
ance of its dollar-denomi- 
nated debt is understood to 
be covered by. Paris Club 
covenants with multilateral 
donors. 

“Despite the apparently 
terrible numbers in kwacha, 
ZCCM repaid nearly 20 per 
cent of its performing for- 
eign, obligations last year.” 
wrote John Clemmow, ana- 
lyst at Investec, in a report 
last month. 

Tbe initial level of interna- 
tional interest in ZCCM’s pri- 
vatisation has not been 
matched by concrete offers 
for its assets. From 43 inter- 
national mining groups 
which pre-qualified to sub- 
mit tenders last year, 27 bids 
were received from 15 com- 
panies before the closing 
date at the end of February. 

To date, of eight packages 
of purely mining assets 
advertised by the Zainhiwn 
Privatisation Agency, two 
have been rearranged and 
partially sold. Luanshya 
mine was sold in the second 
quarter to the Binani group, 
an Indian consortium of 
mining, metal trading and 
manufacturing companies, 
while Chflmluma mfno was 
bought by Metarex, a consor- 
tium of Canadian and. South 
African junior mining , com- 
panies and financiers. 

Exploration for other met- 
als is gathering pace in Zam- 
bia - a new gold mirm jg 
being planned by Reunion 
; Mining at Dunrobin, west of 
Lusaka - but there has been 
little interest in Luanshya's 
precious metals plant which 

was excluded from the sale. 
Chibulmna is an ailing mine 
on a proven ore body which 
Metorex have pledged to 
develop. It has been sepa- 
rated from “Package A”, 
which includes the Nchanga 
and Nkana divisions, the 
core of the copper belt, 
which remains iirwiid 

In a separate deal excluded 
from the tender process, 
Cyprus Amax acquired Kan- 
sanshi, a 24m tonne copper 
deposit at the start of the 
year. The US-based group 
paid J3m cash and commit- 
ted to a further $5m in explo- 
ration, but if feasibility 
' studies prove successful the 
budget could rise to $48m, of 


which the ZPA would 
receive $28m. Valentine Chi- 
tain, chief executive of the 
Zambian Privatisation 
Agency, says the deal is “a 
benchmark for further trans- 
actions”. 

Developing larger reserves 
to aid recovery hinge on the 
sale of Nchanga/ Nkana, a 
complex of five underground 
mines, concentrators, a 
smelter and a refinery which 
produced 175,000 tonnes of 
copper and 1,939 tonnes of 
cobalt in the year from 1995 
to 1996. These are under 
offer from Kafue, a consor- 
tium led by Avmin, a divi- 
sion of South Africa’s Anglo- 
vaal, which is also 
conducting a feasibility 
study on the Konkola North 


deposit. The Kafue consor- 
tium also includes Noranda, 
Phelps Dodge and the Com- 
monwealth Development 
Corporation. 

Agreement has proved elu- 
sive. ZCCM is hungry for 
cash and under pressure to 
close the deal quickly, but it 
is also believed to be seeking 
close to* $300m for its prize- 
asset. in the interests of a 
rapid unbundling, Anglo 
American has waived its 
first rights on ZCCM’s 
assets. But the South Afri- 
can group insists it will not 
develop Konkola Deep, a 
340m tonne deposit reckoned 
by many to be “the real 
future of the capper belt”, 
until a deal on Nchart- 
ga/Nkana is finalised. 




One of tbe lowest cost gold 
producers in tbe world 


• Dfccorcred tbe Sadiola Hill Gold Deposit in Mali 
1 Gold resource of 7.9 million ounces 


Open pit mine to produce 386,000 oz annually 
over first 6 years 


1 Direct operating cash cost of US$138 per ounce 


prove up additional resources 

1 Active joint venture with Ashanti Goldfields to 
explore 10 concessions Qn 10,000 sq km in 
Guinea, Ghana, Senegal and Niger 


1 Currently exploring in Ecuador Argentina 
andBrazfl 


US$29 million in treasury 


For more information 
contact Investor Relations 


L| W«i]fJ Pk 1 (905) 477-4420 
l (905) 477-9741 
Toll free Canadas US: 1-888-IMG-9999 Ext 28 
Email: infoOiamgokUom Web site: www.iamgoldxom 
2820 fourteenth Avt, Markham. OnL, Canada, I3R 059 
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Namdsb; tfw dredge began operation in May off the Namibian coast 

SOUTH AFRICA; GOLD • by Ken Gooding 

The ground shifts 
for a world leader 


High cost and low 
output force 
radical change to 
the gold mi ning 
sector 

South Africa’s gold mining 
industry, which has long 
been the republic’s principal 
earner of foreign.: currency 
and a key pillar of the econ- 
omy, is set to change more 
in the next five years than m 
the previous 30. This process 
of. change is so fundamental 
it has been described as a 
re-engineering of South Afri- 
can gold mining. 

The recent fell of the gold 
price to a 12-year low, in US 
dollar terms, has confirmed 
the need for urgent-change. 

A new breed of executives 
are ready to take a radically 
different approach. They 
view gold mining more as a 
business, to generate returns 
for all stakeholders, rather 
than just a matter of moving 
as much rock as possible. 

Pressure for change has 
developed because, , for the 
international' gold investor. 
South African mines are no 
longer the only option. 

South Africa's share of 
global gold production has 
fallen from 80 per cent to 30 
per cent in the past 25 years. 
Since 1970 its gold output 
has fallen by half from 1.000 
tonnes a year to 500 tonnes. 

When South Africa held 80 
per cent of production, those 
investment fund managers 
wanting a stake In gold via 
equities had to buy shares in 
South African companies. 
This is no longer the case. 

South African gold mining 
companies now have very 
low stock market ratings 
compared with their peers 
from other parts of the 
world. The practical impact 
of this is that raising capital 
costs much more for a South 
African gold mining group 
than for one of its interna- 
tional rivals. 

Consequently, there was 
pressure for change from 
international shareholders. 
This pressure produced star- 
tling results at Randgold, 
the smallest of South 
Africa's mining finance 


houses. A ■ shareholder 
revolt, prompted by Julian 
Baring at the UK investment 
fund group, Mercury Asset 
Management, resulted in the 
removal of the directors and 
their replacement by a new 
board headed by Peter Flack, 
now executive chair man. 

The key changes sought 
by Randgold shareholders 
are now being implemented 
throughout the industry. 
They include; 

• eliminating the manage- 
ment contracts between the 
mining companies and the 
mining finance houses; 

• eliminating management 
layers at the mines and 
improving flexibility; 

• restructuring the indus- 
try via mergers; 

• exchanging mineral 
rights between companies to 
group small mining areas 
together. 

A mineral rights swap deal 
organised earlier this year 
by Bobby Godsell, chief exec- 
utive of Anglo American's 
gold division, and Tom Dale, 
managing director of Gen- 
gold. the Gen cor subsidiary, 
will enable the companies to 
gain access from their exist- 
ing operations to ground 
con taining about 230 tonnes 
(7.4m troy ounces) of gold. 

Mr Dale suggests the deal 
and others like it could not 
have been done five years 
ago and were were made 
possible by the attitude of 
the new generation of man- 
agers. '■* 

The same can be said 
about the mergers that are 
restructuring the industry. 
Gengold and Anglovaal have 
led the way, with both merg- 
ing several mines into one 
new one with substantial 
production capacity. 

Whereas Anglo American, 
the biggest of the South Afri- 
can gold miners, is involved 
in mineral swaps and is 
changing the way it operates 
its mines, most observers 
believe that the group will 
never join its rivals by tak- 
ing the other big step - elim- 
inating' management con- 
tracts between the finance 
house and its mines. 

' Mr Baring suggests that it 
now makes no sense to have 
mines that are substantial in 
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their own right existing as 
outposts of the finance 
houses rather than as 
self-contained entitles man- 
dated to optimise profits. 

He adds that the best rea- 
sons for doing away with the 
contracts include: 

• mine managers would no 
longer need to pay for ser- 
vices they did not get or 
need; 

• fees previously paid to 
shareholders of mining 
houses will instead accrue to 
the shareholders of individ- 
ual mines; 

• management contracts 
are no longer a “poison pill" 
designed to deter takeovers; 

• mining finance houses 
would have to maximise the 
share price of their underly- 
ing mines, rather than their 
management fees, in order to 
discourage predators; 

• employees could have 
share options In the mine for 
which they work rather than 
in the controlling finance 
home and would no longer 
be confused about where 
their loyalties and career 
prospects really lie. 

These arguments do not 
sway Anglo American. 
Julian Qgilvie Thompson, its 
chairman, insists that the 
mines get good value for 
money from finance houses. 
He says Anglo American has 
built up considerable techni- 
cal and intellectual expertise 
that no individual mine 
could, possibly have afforded. 

However, while resisting 
pressure to change the min- 
ing finance house structure, 
Anglo American is among 
those revolutionising pro- 
ductivity throughout the 
industry. The hierarchical 
and militaristic management 
structure that mirrored the 
apartheid political system is 
breaking down. Multi-skiBed 
teams', working together to 
achieve a common goal of 
maximising production and 
their team bonus, regularly 
advance 20 metres a month. 
In the past, the average rate 
of advance was eight metres 
a month. 

If the gold price remains 
relatively low, however, 
some mines might not sur- 
vive to see the “re-engineer- 
ing^ process take bold. 


y 


id Liriud 
icpmvnf zr.d ‘ r 
,-e, ssvJafiinrj. cn:S prsspott 
/.'{•’crtjf cfccct on? m-: on v 

i 

lie! inwrod incurs, 


. . 1 • : ;,r 

• • • ■ . . . ' - : ;• •; • i. . ; . 

; . .. -.2 ■; : : i ' •• : 


NAMIBIA • by Ken Gooding 


As the deposits diminish 


A search is on for 
replacements for 
the rich ore 
which has been 
mined away 

Fundamental changes are 
taking place at Namdeb. the 
diamond mining company 
on which Namibia’s econ- 
omy depends heavily. The 
company currently accounts 
for 10 per cent of the coun- 
try's gross domestic product, 
30 per cent of exports, is the 
biggest taxpayer and, smart 
from the government is the 
biggest employer. 

For 70 years, a rich haul of 
gem diamonds has been 
recovered from a 150km 
beach near the mouth of the 
Orange River, located on the 
section of the Atlantic coast- 
line called Sperggebiet, or 
“forbidden territory". The 
rich ore deposits have gradu- 
ally been mined away and 
only low grade deposits 
remain. Namdeb has had to 
reappraise its mining meth- 
ods. The company, jointly 
owned by the Namibian gov- 
ernment and De Beers of 
South Africa, is now switch- 
ing to high tonnage, low-cost 
mining - and £h e impact is 
already being felt 

Mike Wittet. Namdeb's 
general manager, says an 
essential component of the 
drive to cut costs is the need 
to reduce the number of 
employees. 

He aims to reduce the 
number, 4,781 in 1995, by 
nearly 40 per cent to 2,900 in 
2002. Last year 487 jobs were 
lost In 1997 another 580 will 
go. This has a heavy impact 
in a country where the total 
population is only about 
1 . 6 m. 
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The blgh-volume, low-cost 
mining approach is epit- 
omised by Namdeb's S40tn 
dredge project. This huge 
complex consists of an 840 
tonne dredge, floating on an 
inland pond, an associated 
floating treatment plant. 400 
metres of floating walkway 
pontoons and a well field or 
70 bore holes . 

The dredge is capable of 
stripping 2,500 tonnes of 
beach sand an hour and will 
move so quickly the sea will 
be pushed back to expose 300 
metres more of the beach for 
mining. Over 46m tonnes of 
waste material will be 
shifted, enabling the low 
grade diamond bearing ore 
to be mined from largely 
waterlogged areas. 

Namdeb hopes the dredge, 
which began operation in 
May, will have a startling 
impact on productivity by 
increasing the tonnes per 
man moved each year by 102 
per cent to 7 .000. “This is not 
the most lucrative of pro- 
jects but the old days of 
enormous returns are over,” 


says Gerald Bo ting, Nam- 
deb's assistant general man- 
ager, production. 

The logistics of the present 
mining process are mind- 
boggling. ' Last year, Nam- 
deb. which owns the biggest 
fleet of earth moving equip- 
ment in the southern hemi- 
sphere, shifted 53.8m tonnes 
of sand and rock. This will 
increase to about 72.5m 
tonnes in 1997. This will 
enable the company's total 
rough tor uncut) diamond 
output to remain about 1.3m 
carats for the next ten years 
(each carat weighs only one- 
fifth Of one gr amm e). The 
effort is worthwhile bed use 
95 per cent of the diamonds 
in the Sperggebiet are of 
gem quality, and are usually 
quite big. Last year Namdeb 
produced 1.36m carats. 

Achieving the annual i.3m 
carat target will depend on 
an increase in diamonds 
mined from the sea bed off 
the Namibian shore. Deb- 
marine, a wholly-owned De 
Beers subsidiary, hired as a 
contractor to Namdeb and 


operating in deep sea, pro- 
duced 470,892 carats out of 
the 1.3m total last year. Five 
other contractors, operating 
in shallow water, produced 
118^26 carats. 

One of Namibia's other 
long-lived mining 
operations. ROssing Ura- 
nium, which started up in 
the Naxnib desert in 1976. 
has been through a difficult 
time because of weak market 
conditions. There is only one 
commercial use for uranium 
as feed for nuclear power 
stations, and expansion of 
this type of power genera- 
tion has fallen far below 
expectations. 

Rfissing cut its workforce 
from 2,500 in 1990 to 1.189. 
Demand for' uranium Is 
improving, however, and 
Rising's output rose by 22 
per cent from the 1995 level 
to 2,886 tonnes last year. 
This was still well below the 
mine and plant capacity of 
4,536 tonnes. Last year, Rio 
Tinto. the world's biggest 
mining group, increased its 
shareholding in ROssing to 
69 per cent 

The 100 year old Tsumeb 
copper mine, owned by Gold 
Fields of' South Africa, ran 
out of ore and was closed 
last year but the small, high 
grade Khusib Springs mine 
has been brought into pro- 
duction to feed the Tsumeb 
copper-lead smelter. 

Namibians hope that two 
new ventures will dramatic- 
ally alter the steady decline 
of the established 
operations. One is the Skor- 
pion zinc project, owned by 
Anglo American Corporation 
of South Africa and Reunion 
Mining, a small UK-based 
company. Details of this 
project are given on page 
eight in this survey. 


There is also the Haib Cop- 
per project near the Orange 
River, which the joint ven- 
turers estimate could even- 
tually represent as much as 
15 per cent of Namibia’s 
gross domestic project and 
prove more important to the 
country than even Namdeb. 
It is expected to have a life 
span of at least 25 years. 

The joint venturers are rel- 
atively small: Namibian Cop- 
per Mines, listed on Nasdaq 
in the US, with 45 per cent, 
and Great Fitzroy Mines, 
listed on the Australian 
stock exchange. 55 per cent. 

The Haib deposit has been 
known of for over 20 years 
and Rio Tinto explored the 
area during the early 1970s. 
The partners intend to use 
modern technology to 
extract the copper from the 
low grade deposit, the 
so-called roast leach elec- 
trowin (RLE) process. 

A bankable feasibility 
study completed for the part- 
ners by Minproc Australia 
and Kvaemer Davy suggests 
the project would cost 
$490m. and would produce 
more than 100.000 tonnes a 
year of copper in cathode 
form at a cash operating cost 
of 51 US cents a pound. 
Apart from making ft one of 
the world's lowest cost pro- 
ducers. it would also gener- 
ate annual cash flows of 
8140m. 

Peter Prentice, Great 
Fitzroy’s managing director, 
said last month a minerals 
agreement was being negoti- 
ated with the Namibian gov- 
ernment, He hoped a deci- 
sion to develop a mine would 
be taken before the end of 
the year. “We believe that in 
the next two years, the Haib 
project will be in produc- 
tion." 



The Standard Bank Group’s 
strength in commodities and 
emerging markets and our focus 
on the precious and base metals 
mining sector enables us to offer 
a truly comprehensive service. 

Through our combined expertise 
in the crucial areas of trading, 
hedging, financing, corporate 
advisory and equities, we hold a 
commanding position. 


Balanced 


financing 
solutions for 
metals mining 
in emerging 
markets 



Standard Bank London Limited is 
a member of The London Bullion 
Market Association, The London Metal 
Exchange and The London Platinum 
and Palladium Market and is Chairman 
of the daily Platinum fixing. 

• Our balance of experience and 
expertise can provide you with 
innovative solutions to the challenges 
of mining finance in the emerging 
markets. * 
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SOUTH AFRICA: RANDGOLD • by Mark Ashurst 


How experience helps 


Randgold is a 
prime example of 
a mining house 
now assessing its 
future prospects 

Last year. South Africa's 
share of the world market 
slumped to 30 per cent with 
an average yield of 4.% per 
tonne, and total output from 
deep-level mines fell to a 40- 
year low of 494 tonnes. 

The statistics make dire 
reading for mining houses 
battling to contain costs at 
deep-level mines, many of 
them 20 to 30 years old. For 
more than a decade, the 
Impact of a volatile bullion 
price, rising costs, political 
turmoil, high inflation and a 
harsh tax regime con- 
strained investment in new 

min es. But as South African 
companies look for opportu- 
nity elsewhere, their experi- 
ence has proved salutary. 

The search demands an 
array of new disciplines, 
which augur well for the 
future of African minin g. 
“South Africans used to do a 
lot of Teactive' exploration, " 
says Adrian Reynolds, man- 
ager of projects and evalua- 
tion at Randgold. He recalls 
that Rand Mines, Randgold's 
former parent, launched 
“random searches in North 
and South America". Explo- 
ration abroad was founded 
on little more than rumours 
of rich pickings. 


Randgold and its sister 
company. Randgold 
Resources, which listed on 
the Loudon Stock Exchange 
In July this year, claim to be 
the first South African min- 
ing house to develop a meth- 
odology for assessing mining 
prospects across Africa. 

Similar techniques have 
since been developed by 
other local groups including 
Avmin, JCI and Gold Fields. 
Anglo American may be an 
exception. With its longer 
history of mining activity 
across Africa, the South 
African giant is believed to 
be privy to a wider array of 
mining data - and conse- 
quently less dependent on 
such data when allocating 
Africa's biggest annual 
exploration budget of 545m. 

Although Randgold's inter- 
est is confined to gold, which 
is simpler and more cost-ef- 
fective to transport than 
other commodities, its meth- 
odology can be applied to 
other commodities. “This is 
not rocket science." says Mr 
Reynolds, who introduced 
the method In 1992 and has 
spent the past four years 
refining it. 

Randgold grades every 
African country on a scale of 
A to D in four key catego- 
ries: geological opportunity, 
political stability, economic 
situation and infrastructure. 
These ratings are then 
pooled to give an overall rat- 
ing for each country, which 
guides investment decisions. 


Countries which score 
overall "A" grades are those 
in which Randgold will 
invest its own money in 
grassroots exploration. Its 
most recent ratings list Bur- 
kino Faso. C6te d'Ivoire. 
Gabon. Mali, Senegal, and 
Tanzania as grade “A” coun- 
tries. 

Although a country's geo- 
logical endowment is not the 
deciding factor in its rating, 
each of the current top per- 
formers scores an “A” for its 
known gold deposits. With- 
out exception, they are also 
rated “B" for political stabil- 
ity - a rating which Mr 
Reynolds says would also 
extend to South Africa. 

Assessments of geological 
potential are based on data 
from government depart- 
ments and previous minin g 
operations, as well as oppor- 
tunities to acquire further 
data. A top grade generally 
reflects an “open file policy", 
which guarantees access to 
geological archives. 

Countries which secure an 
"A” for geology’ but received 
a lower overall rating 
include Eritrea. Ethiopia. 
Kenya, Niger and Zimbabwe 
(which achieved “B" grades), 
and the Democratic Republic 
of Congo - formerly Zaire - 
which is richly endowed but 
scores poorly in the other 
categories and ranks as a 
“C" overall. 

Countries which score an 
overall “B" are not beyond 
investment, but will not be 


considered by Randgold 
while other opportunities 
exist in “A” grade countries. 
“C" countries are often in 
the midst of rapid change 
following a revolution, a 
change in government, or 
the introduction of a new 
economic policy. Alterna- 
tively, they may fall into the 
category defined by Mr 
Reynolds as "insufficiently 
known”. Those countries 
with “D" grades are those, 
where investment is incon- 
ceivable. 

In some instances, the cat- 
egories appear blurred. Tan- ' 
zania was a “B" grade coun- 
try, but was re-rated 'by 
Randgold after T anzanian 
ore reserves discovered by 
Pangea Goldfields found 
favour with the stock mar- 
ket. Ethiopia would have 
been upgraded to an “A" if 
an unsuccessful tender by 
Randgold Resources had 
been accepted. 

The method Is not without 
its critics. “Grades tend to be 
self-fulfilling,'' comments 
one Johannesburg analyst. 
“Once you're in a country, 
you've got to make it an A 
anyway." Randgold's rating 
for Ghana, which scores a 
“B", may illustrate his point 
Ghana boasts Ashanti Gold- 
fields. the continent's lowest 
cost gold producer which 
expects to increase output to 
2m ounces per year by 2000, 
while Gold Fields' adjacent 
Tarkwa deposit includes an 
open pit surface min e with a 



Planning for the future: RandgokTs chairman Peter Flack kw qoo*b 


projected capacity of 13m 
ounces. Other companies 
consider it a prized territory 
for mining development, but 
Randgold has yet to acquire 
any Ghanaian assets. 

Ratings for economic and 
fiscal stability are defined by 
the World Bank, subject to 
one proviso. All “A” grade 
countries must have a bind- 
ing Mining and Minerals Pol- 
icy which provides a reli- 
able. legal framework for 
foreign investment. Many 
“B" countries are currently 
in the process of revising 
their minerals policy, or 
have indicated that they 
intend to do so. 

Mr Reynolds stresses his 
method of evaluation is 
“both an art and a science". 
Although it would be possi- 
ble to introduce more catego- 
ries. or assign variable 
weightings to each one. he 
doubts this would provide a 
more accurate assessment 


“Our best feeling is still 
from travelling through the 
airport: you spend the night 
there, you talk to people. We 
rely very heavily on the 
people on the ground." 

The most reliable measure 
of such methods is the per- 
formance of the mining 
houses that depend an them. 
Roger Baxter, chief econo- 
mist at the Chamber of 
Mines In Johannesburg, esti- 
mates that 57 mining explo- 
ration companies were 
active In Africa last year, 
only seven South African. 

Of these, only three can 
claim ownership of operat- 
ing gold min es - Anglo's 
Sadiola and Randgold 
Resources' Syama mines in 
Mali, and Gold Fields' 
Tarkwa. But- among the new 
projects which have reached 
the feasibility stage, Mr Bax- 
ter estimates that more than 
half Involve South African 
mining houses. 


ASSESS1NG THE RISK- by Gary Mead 


Balance investment with prudence 


Some countries 
should be 
approached with 
caution, despite 
improvements 

Africa has become of such 
interest to mining groups 
that, from no projects In 
1990, it was by 1996 the recip- 
ient of 12 per cent of all new 
global mining expenditure. 
This is seen by some special- 
ists as an affirmation of the 
success of the introduction 


of new. more investor- 
friendly mining codes over 
the past decade. 

But much is yet to be 
achieved. That 12 per cent 
share of exploration budgets 
lags significantly behind 
Latin America's 27.3 per 
cent, Australia's 1S.9 per 
cent, and even Canada's 13.1 
per cent The recent upheav- 
als in Zaire - now the Demo- 
cratic Republic of Congo - 
testify to the fact that seri- 
ous political upheaval can 
still strike with unimagined 
swiftness. Yet. the potential 


rewards are vast: Congo’s 
mineral and hydroelectric 
capabilities have hardly 
been explored, and are 
thought to dwarf those of 
South Africa. 

London-based Control 
Risks Group (CRG) speci- 
alises in assessing political 
risk and advising its clients 
how best to proceed. CRG's 
Africa specialists believe 
that the continent may have 
turned a corner. 

“We believe that Rwanda 
was the absolute rock bot- 
tom in Africa," says Roger 


Dunn, a senior analyst with 
CRG. referring to the 1994 
genocida! conflict there 
between Hutus and Tutsis, 
adding “among African polit- 
ical leaders there are many 
former marxists who are 
rapidly tur ning themselves 
into good businessmen". 
This change manifests itself 
in an informal, loose alliance 
which, says Tara O'Connor, 
another senior African ana- 
lyst with CRG, extends 
“from Eritrea, through 
Ethiopia - which has huge 
mining potential - through 


FT 


The 2nd FT 

Diamonds Conference 

27 October 1997, Hotel Inter-Continental, London 

Building on the success of the 1936 event, FT Conferences are organising a 
second major one-day Diamonds conference. 

This year’s conference will provide a high-level forum to review mining , financing 
and marketing, and to discuss trends in major consumer markets. 


Confirmed Speakers Include: 


Hon David Magang MP 
Minister of Mineral Resources and 
Water Affairs 
Botswana 

Dr Joseph Lazarovlch 
Director of Mineral Resources 
Department of Indian Affairs and Northern 
Development Canada 

Mr Richard Wake-Walker 
Director 

Archangel Diamond Corporation 
Mr Mike A Mitchell 

General Manager, Rough Diamond Sales 
Division 

Argyie Diamonds 


Mr Gary Ralfe 
Managing Director 
Central Selling Organisation 

Mr Leon N Cohen 
President 
Codiam Inc 

Mr Mark Cockle 

Editor 

Diamond International 

Mr Stephen C L ussier 

Director, Consumer Marketing Division 

Da Beers 

The otgamseis reserve (he right to aRorthe programme as 
may be naoessaiy 


Issues to be Discussed Include: 


Botswana: The World’s Leading 

Diamond Producer 

Update on Russia 

Canada on the Brink of Production 


New Initiatives in Diamond Finance 
Strategies for Marketing Diamonds 
Worldwide 

Developments in the Indian Market 




To register NOW fax this form to us on: (+44) 171 S96 2696/2697 




Type ai BuanMs 


FEES ARE PAYABLE H ADVANCE 15347B 

| | Ptaasq sand fra can fe reroo details 

PI Pteasa rasenreone ptaea a itio taw d £581.63 
(CUKLM pkn UK IUTri1TM| 

I I Ghoqus endoaad muds fuyablo to FT Conferences 

I I Bank Transfer a FT Conferences. UriM Bonn pie 

City of London Corporate OftM. Account Nunber. 71003033 
San Code 40 02 50 menumui swift Code MTOU3B23 
(phase quote Otiogato ruaur as rotorenc e ) 

I I PhH 30 charge ns, AlfEWMaataiCanlflfaa mml 




Uganda. Rwanda, and now 
Congo and also Angola. 
Even though the jury is still 
out on the Congo, its new 
administration appears to 
have hit the ground run- 
ning". 

One of the most positive 
signs CRG’s analysts point 
to is the willingness of vari- 
ous African states to frame 
liberal mining codes in an 
effort to attract new inves- 
tors. “Most West African 
countries have now adopted 
what are essentially World 
Bank-designed mining codes, 
and 1 suspect that the Congo 
will follow suit," says Ms 
O'Connor. 

The mining convention 
comprises a research permit 
valid for three years and 
twice extendible for a fur- 
ther three years. At the end 
of this (a maximum of nine 
years) the convention is 
amended If an exploitable 
deposit is discovered and a 
mining permit - valid for 
five years - or a concession 
- valid for 25 years - is 
granted. These can be 
renewed for a further five 
and 10 years respectively. 

The fiscal regime of the 
proposed code has four 
aspects: 

• mining duties - includ- 
ing a fixed tax, a royalty an 
acreage, and an ad valorem 
tax ranging between 0.5 per 
cent to 5 per cent per 
annum; 

• tax deductions - which 
are minimal and depend on 
the nature of the permit 
(research or prospecting) 
and stage of exploitation 
(investment or production); 

• corporation tax - at 35 
per cent, after provisions for 
accelerated depreciation and 
balances carried forward; 

• customs duties - which 
are waived during the 
research and investment 
phase and not applicable to 
materials destroyed in pro- 
cessing. In addition, there is 
no export tax. 


While the mining codes, 
which focus on repatriation 
of profits, do not yet offer 
the same degree of liberalisa- 
tion as those in Latin Amer- 
ica, the CRG’s analysts are 
cheered by the relative 
rapidity with which various 
states are opening up to for- 
eign investment “All that 
has happened is quite 
remarkable, given that it has 
all been within seven years," 
says Ms O’Connor. 

According to John Bray, a 
principal research consul- 
tant with CRG. “the change 
In governments of many of 
these countries has provided, 
the opportunity. Add that to 
the geology, which is largely 
unmapped, and you can 
understand why the conti- 
nent is becoming much more 
interesting. Take Mali. It has 
a lot of sand and some tour- 
ist interest, and three mines. 
Mali faces a dilemma. Obvi- 
ously as it doesn't have 
much industry it wants to 
get as much as it can out of 
any mining, but at the same 
time it needs to be highly 
competitive. How it resolves 
that dilemma will be crucial 
to its future". 

Many African countries 
have now been following 
IMF programmes for some 
time, as long as a decade in 
some cases. This offers a 
degree of comfort for poten- 
tial foreign investors but the 
Malian dilemma - maxim- 
ising income without dilut- 
ing competitiveness - intro- 
duces an unknown amount 
of political risk. 

It is. of course, essential 
that would-be new investors 
check that a mining code 
favourable to foreign owners 
is in place before going 
ahead, but nevertheless they 
may still find that every- 
thing is negotiable. Mining 
codes are a necessary but 
not sufficient guarantee of 
future success. “The code is 
a form of protection." says 
Ms O’Connor. 
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SOUTH AFRICA; NON -GOLD MINING^ — 

Providing a 

glittering 
growth rate 


Vast coal reserves 
have won larger 
shares of the 
world market for 
the republic 

Mining, which for the past 
two decades has contributed 

an average 12 per cent of 
South Africa's gross domes- 
tic product, is losing its dom- 
inant position in the coun- 
try's economic landscape. 

In 1980, when bullion 
prices were at their peak, 
the industry contributed 20 
per cent of GDP. Last year, 
mining contributed just 8 

per cent of national Income, 
of which about half was 
from gold, the country's sin- 
gle, largest earner of foreign 
exchange. As gold output 
has fallen, other sectors 
have increased production 
and won a larger share of 
the world market. 

The busiest sector has 
been coal. South Africa is 
the world’s fifth biggest pro- 
ducer, and its third largest 
exporter. In 1996. coal sales 
reached a record 212m 
tonnes, from which 61.7m 
tonnes of the highest grades 
were exported. In the world 
market for bituminous - or 
steam - coal, a poor quality 
coal which is used as fuel by 
industry and power stations, 
South Africa is estimated by 
the International Energy 
Agency to produce 21 per 
cent of last year’s consump- 
tion, second only to Austra- 
lia (23 per cent). 

The combination of strong 
local demand for low grade 
coal with a growing interna- 
tional market for higher 
grades has fostered a strong 
synergy within the South 
African coal industry. 
Eskom, the electricity sup- 
plier which supplies 86 per 
cent of current energy con- 
sumption in the sub-Sahara 
- and more than half of 
Africa’s electric power - 
relies exclusively on local 
supplies of poor quality 
steam coal 

Slightly more than half of 
South African coal exports 
are destined for Europe, with 
a further one-third con- 
sumed by South-East Asia. 

The South African Cham- 
ber of Mines estimates cur- 
rent reserves of steam coal 
are sufficient to last for 
about 250 years at current 
production rates. But high 
quality reserves are more 
scarce, and will be 
exhausted within 50-100 
years. 

The combination of lim- 
ited supply, rising exports 
and increased competition 
among local groups has 
unleashed a spate of interna- 
tional acquisitions and 
merger activity. This has 
been accompanied at home 
by a spate of expansion in 
the coal interests of Avmin 
and SasoL and coincided 
with an increase in capacity 
at Richards Bay Coal Termi- 
nal on the KwaZulu Natal 
coastline, which handles 95 
per cent of exports. 

Duiker, the South African 
coal subsidiary of Lonrho, 
the UK-listed conglomerate, 
has emerged as a key asset 
in JCTs battle to merge with 
Lonrho. For shareholders 
who have opposed JCI’s 
ambitions, the most attrac- 
tive aspect of a merger 
would be its impact on the 
coal businesses. Merging 
Duiker with Tavistock, JCTs 


unlisted coal subsidiary 
which recently acquired the 
coal interests of Shell, would 
double the capacity of each 
group and create a new com- 
pany with annual production 
of 18m tonnes. 

Shrewd deals between coal 
producers have also under- 
pinned the transformation of 
Gencor from a diversified 
South African mining group 
into a base metals co mpan y 
in the top half of the FTSE- 
100. In October last year, 
ingwe. a Gencor subsidiary 
and South Africa's largest 
coal producer, acquired 96 
per cent of Coal Mines Aus- 
tralia Limited for RSOOm. 
Robust prospects for Ingwe, 
together with Gencor' 5 alu- 
minium and nickel interests, 
attracted significant support 
for the London listing in 
July this year. 

Gencor has fought a less 
successful campaign in the 
platinum sector, following a 
veto last year by the Euro- 
pean Commission of a 
merger between Lonrho Plat- 
inum lmpala, Gencor’s 
platinum subsidiary. lmpala 
has forecast record produc- 
tion of lm ounces of plati- 
num this year, but its bid to 
become the industry's lowest 
cost producer has been scup- 
pered by reforms at Amplats, 
the platinum subsidiary of 
Anglo American. 

Although Gencor execu- 
tives still harbour ambitions 
to merge with Lonrho's adja- 
cent mine, their thunder was 
stolen by Amplats' 
announcement of a R1.6bn 
expansion and plans to 
merge its four listed plati- 
num companies into a single 
investment vehicle. The 
move will strengthen 
Anglo's leading position in 
the world platinum market, 
where its current market 
share is about 35 per cent, 
and increase production to 
1.2 milli on ounces by 2002. 

Robust demand for plati- 
num group metals for use in 
autocatalysts, paints and 
jewellery augurs well for 
South Africa, which domi- 
nates the market for plati- 
num and rhodium, and is 
second only to Russia in the 
palladium market. In 1996. 
South Africa produced 44 per 
cent of the world's platinum 
group metals. Roger Baxter, 
chief economist at the Cham- 
ber of Mines, predicts pro- 
duction “will increase 
slightly and then stabilise at 
about 60 per cent of world 
supply." 

The country has also con- 
solidated its leading position 
in the low cost chrome mar- 
ket and is widely expected 
to emerge in the next cen- 
tury as the world's dominant 
chrome producer. 

After a year of volatile 
chrome prices, Samancor. 
the Gencor subsidiary and 
South Africa's single biggest 
producer, reported reduced 
profits for the year to June 
1997. But analysts have been 
encouraged by a spate of 
joint ventures with Japanese 
producers which guarantee 
annual sales of 400,000 
tonnes of ferrochrome. These 
are expected to support the 
local industry, and provide 
resistance to the threat or 
weakening commodity prices 
as new capacity comes on 
stream at Chromecorp Hold- 
ings and Consolidated Metal- 
lurgical Industries, Saman- 
cor's local rivals. 

Mark Ashurst 
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growth Through Exploration 


company devoted exclusively to Africa 


• Skorpion Znc Dep$jjf in Namibia 

• MaSgreen Gold Resource in Zimbabwe 

• Sanyali Copper Zimbabwe 

• Dunrobin Gold Mine ip Zambia 

• Balanced Exploi^ltenjPortfolio - 
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African mining: risk ratings for business 
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.or poWcal violence, - • . 
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Angola . <*.*, .V" 

Contoured Improvementln 3897 as dwnotaptoation tooxapteted, oyai/ 
forces are Integrated JniKwratttary tarcorln dtemorid*ld'i Lunda.vT-.- - 
Norte legion, benefits, raoajade government and rebfflfflqlcfiars, fofojerV 
mercenaries and KatangssegendamjGs W* compe^ftjr sauvtal 
diamonds. Prcepectingcfcaitonge in* 1087 wffl be relrtttgragon of 
. diamond areas, sfwrBOrtV^UNTTA^tS&rrK^ producing region^;.' 


Political' risk 

insignificant r ’ 



V Botswana . ' 4*."4' 

\ - The business environment fauna ofdwn^fawwibiij'on th&: 

■ continent The only iono4em^lttfe^aohc»m is wa?;{lios8*ile > ^. l, ';'V‘> 
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external threats ' \ •'j/jp? 


Security risk 


insignificant 



■ Borktoa Faso ' PZlt'i*. 
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. Brazzaville), 8muggfing'an& Ihcreasihg; ^.Gpiiemmarrt’^rtaB^, 
including privatisation of savaral stemmed cornponte^offer- 
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Congo, Democratic Republic fr«fmMrly-Zairri;:;f'?. 
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HIGH GRADE RESOURCES 

Our pedigree 

^ Member of the HSBC Group, one of tbe largest banking and financial services 
organisations in tbe world with total assets of £275 billion at 30 June 1997 
)b> HSBC Investment Banking is resourced by 6,000 staff operating in 42 countries 

Our global mining team 

^ Ten geologists 
)► Nine mining engineers 
P> Three metallurgists 
Two civil engineers 
Eighteen finan ce professionals 

Our recent African transactions 

^ Adviser to Ashanti on the US$290 million merger with Golden Shamrock, involving 
the African gold properties, Sigurd and Iduapriem 
)p. Bookrunner for the US$48 million convertible bond to enable Randgold & Exploration 
to purchase gold assets in Mali 

^ Global Co-ordinator and Bookrunner on the London IPO and US$82 million equity 
financing for Randgold Resources for their mining properties in Tanzania, Mali, 

Ivory Coast and Burkina Faso 

Our commitment to Africa 

^ Number one provider of ECGD supported export credit facilities to Africa through 
HSBC Equator Bank 

^ Adviser to the South African Government on its privatisation process 

Adviser to the preferred bidder on the financing of the US$400 million N4 toll road 
from South Africa to Mozambique 
P* Broker to Lonrho, Ashanti and Randgold 

p- Finance advisory through HSBC Simpson McKie in Johannesburg and 
Quincor James Capel in Harare. 

HSBC Investment Banking 

Marfa HSBC Group 

For further information please contact Jon Bergtheil on +(44) 171 336 2059 

Issued by HSBC Investnwu Bank pic. regulated by 5FA. 
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Bfok Trend.: 


Gabon _._m" L 

Ekjflng Parb Dfmooratique. Gifoonato (PDG) is likely to retain Its 
nanow majortty to parfiamant, CohdHfoRS for buanrea jwffl improve 
as government imptemarte lMF-backfld acflusunerrf p rogra mm a.. 
Privatisation of state hbtcBnga.provfdas dpportunitiaa.,. - . 


Ghana ‘.''k 5, : 'W. ' ‘f v 'B 

PresUant Rawlings wori-sebond term Wdemocratfolaatfor in 
December 1996 etectfons. -Tensions wS rise in 1997 as Gtenaans 
face another year of economic austerity. ; 


Guinea '::«*• ++ u ♦ 

Poor environment for business despite recent efforts fo attract 
foreign Investment. Crane retas are risfog to Conakry, and banditry a 
problem In rural areas: Mitaey unrest of February 1998 may be 
repeated. Rtok of mflltay^backed coups Mfritog axptaration may be 
hampered by large numbers, of Ubedan refugees an Uberian. Ivorian 
borders from conflicts tn'Sena Leone and Liberia spilling over. 


Liberia - Mi-:-; ' ,'JH ; ^ 

Poor environment for business. War ‘weariness, poverty, 'poor social 
conditions wfif toad to unrest* demenstratfons which W9I test 
trawWond government; Bc^ixig pek^®ep4ng tomes have 
Insufficient funds, persorinel to keep conffct in chedt impternwrt 
thorough demoblBsatian.'cr protect forefen nationals; 


RSafoart . L 4*^ L 

President Baku Mutuzl's government to keen to attract haw 
business, however, crime to rising, «nd economic and political 
tensions remain from President Hastings Kamuzu Banda's three 
decades in office (ended In 1994) ' 


Favourable environment for bustoees. democratic gov ernm ent 
elected in 1992, has introduced new mvaament. mining codes, 
reformed com m ercial, legal structures fobid to eradicate corruption. 
Prospects for political stebfifty. security an good In south. However, 
north Mopfi bands of Tuareg bandits operate. Infrastructure, 
Including roods, tetecommunicattoris, pUbfic utluttas is poor 

• . . ->•.•**■ f 

Mozambique M.V 4^*-; M . 

Although pofltlcal, securfiy risks aro.ctedfoing, business faces major 
problems. Corruption is »x(emic. Orag-Wnugglrng.to nfersome 
iegitimatB businesses wfih.iWan cwmoc6ons are Involved There to . 
gang warfare In Maputo. and,a risfofoxnjbandttiy on. major roads, 
Poficeare staging JolnLoperilons wrtjh i South Afrkan potfce to . 
combat crime. biwestmehtTetoste ae'toowlng 'f ' ; 


Namibia 

Very favourable envkonriiarit^ bitoiMSBj.ono of the roost invest or- 
frlendly rogames in Boutljerh'Africa. Enforraabte body of eranmeroial 
tew, exceHert communications infresfipefora. Crime rates Bkaty to 
rise as a moult at oversfftlrtlfn wp&aUrtng South Africa and trap. 
Angola's border, where armed former 'sekfiers are engaging In 
banditry. ■ ; 

' Source: Control RJslcs Information Services 


Niger M. >Wr ‘ ,M.± ' 

MBitary coup in January 1998.has rafaadpotttical risk' oven though.' j: 
coup leader was elected president ln mxJ-1996. Rebel Jiforegs pose 
significant security probtemin north-west as doeagrowfog Islamic 
militancy k< Niamey. Member of CFA-Frrav; zone, but N^er ttas' Bttle 
beyond mining to interest foreign Investors. 


Sierra Leone .’H' .NT/. 'H _ J* 

Mineral resources are conaderabie. A bloody military coup on May . 
25 forced the mass evacuations of foreign nationals 'and lhe . ’ j. 
suspension of id) formal rtwitog operobona lnsfabi% is itoely to . ' 
continue for the next 18 monfas •*/, • V • ’* 


South Africa L .T, ; M T- 

WoH-estabUshed body cA commarda) tow, and developing rrOntng.' 
agricultural, industrial and financial sectors. Communications ; 
Infrastructure the best in Africa. The economic power- P oubo of . : ■ 
Southern African Devatopmert Community SADC countries. With ' 
population to excess of 40m, South Africa to Africa's second-tergef '• 
markeL High crime rate6 are. stating to act as impeefiment to foreign,’ 
investment. Crime rates wiU continue to' rise unless cross-party i 
government launches strategy antl-cdme programrrie. 8usfoMa.wilf '. 
continue to turn to private security fans for protection gainst crimes 
Private firms In Gauteng wfil continue to be unable to curb crime. - . 


Tanzania M 44 M •' 

Endemic corruption in government, official circles. Crime increasing. 
Authorities win continue. to icdhtain, repatriate Hutu refugees fleeing - 
deeper into Tanzania. '* 


Zambia - M ‘‘W ■ , M \ 

Favourable attitude to business is isiderntined by corruption. 
IMF-backed privatisation programme offers substnttid.'brwestinq^'.^ i A 
opportunities. Boycott detections means opposition fofiuence foi.vV/ 
parfiament is fimited; this may, lead to extrairartiamerifary agttatioa. 
Ruling Movement for MuWparty Democracy (MMD)-maniputerted r 
constitution for 1996 elections to ensure that President Frederick 
Chiluba remained in power. . . . 

' V ' • V’ 


Zimbabwe ••’L "W!_ 

President Mugabe's de facto cne-party state to causing unease ? t; 
among businesses, particLder^i when ruflng party plays, race catdfXfi: 
against whites. Investment fe eontinbfr^f; -donors are fnpdsrat^y 1 c! 
satisfied despite dama^ng trudget deflc^'Pifofi(>fiecid;tihreet • 
continue in l997. 0ppoBttoh ; fo Mug^'S.authorila^etyte w^gpeut} 

Locator . . 

1 Angola ^ 

2 Botswana •• 

3 Burkina Faso 

4 Congo (Braz.) E H 

5 Congo (Dem Rep) 

6 Cite d’Ivoire bIBS^KwbW&0 


7 Eritrea 

8 Ethiopia 
.9 Gabon 

10 Ghana 

11 Guinee . 

12 Liberia 

13 Malawi 

14 Mali. 


15 Mozambique 

16 Namibia 

17 Niger 

18 Sierra Leone 

19 South Africa 

20 Tanzania . 

21 Zambia 

22 Zimbabwe . 
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Creating Wealth and Trade 


Proven international success 
We operate 13 mines in five 
countries 


• Leader in mine Development 
Constructed 34 mines and expan- 
sions worth $4 billion over 37 years 


Global Exploration Experience • Responsible Operator 
About 100 gold projects in 20 We ensure environmental protection 

countries and fair dealing with local people 

• Robust financial strength 
Strong balance sheet and cash flows 



Contact Placer Dome 

the international name in gold development 

Telephone: (604) 682-7082 - Facsimile: (604) 682-7092 
Web Site: http://www.placerdome.com . 

PLACER DOME INC. 

1600-1055 Dunsmuir Street, Vancouver, British Columbia, Canada V7X 1P1 
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REUNION MINING • by Ken Gooding 


Starting small but making plans to expand 


One British 
company aims to 
break into the top 
league of mining 
concerns 

The choice for mining 
companies wanting to 
explore in Africa, according 
to Andrew Woollen, a Brit- 
ish geologist, is between two 
types of countries. Some 
have a mining tradition and 
understand what mining 
companies require. Unfortu- 
nately. these countries do 
not have as much mineral 
wealth waiting to be discov- 
ered as those without such a 
tradition. ‘For example, 
there can be little left for 
mining companies to find in 
South Africa. " he points out. 

On the other hand, those 
countries new to mining 
offer greater potential for 
discoveries, but their govern- 
ments are usually wary of 
foreign investors. Getting 
necessary permits takes lon- 
ger and there Is usually little 
infrastructure to support 
exploration and develop- 
ment. 

However, as far as Mr 
Woollen is concerned, Africa 
is where he wants to be. As 
chairman and co-founder of 


Reunion Mining, he is exclu- 
sively focused on the conti- 
nent. “We are building a 
long-term company there," 
he insists. 

Unlike most small, or 
“junior", mining companies. 
Reunion is not concentrating 
solely on gold. “If there is 
something we can get out of 
the ground profitably, we 
will mine it." he says. 

Mr Woollett. -30, and Ms 
partner Nick Graham, 47. 
another geologist, started 
exploring north of the Lim- 
popo River in 19S9, well 
ahead of the present wave of 
interest in the continent's 
resource potential. 

Previously, the duo 
worked for Cluff Resources, 
another UK-based min i n g 
company, but one that speci- 
alised In seeking gold. 

Like most other junior 
mining companies. Reunion 
started by looking for pro- 
jects that could be quickly 
brought into production and 
thereby provide cash flow. 
That would allow Reunion 
the flexibility to become 
more involved in exploration 
and to seek out other pro- 
jects in the early stages of 
development with the poten- 
tial to grow. 

In Reunion's case. Sanyati, 
a small copper mine 190km 


west of Harare in Zimbabwe, 
and Dunrobin. a gold prop- 
erty in Zambia, are being 
developed to provide that 
cash flow. 

The company has already 
found an early stage project 
which, Mr Woollett hopes, 
will take it out of the junior 
league and turn it into a sub- 
stantial mining group. This 
is the Skorplon zinc project 
in Namibia. 

Skorplon was discovered 
in 1976, situated inside the 
diamond area known as the 
“forbidden zone” of the Skel- 
eton Coast by a subsidiary 
of Anglo American Corpora- 
tion of South Africa. 

Anglo American initiated 
drilling and metallurgical 
test work over the years at 
this site, but failed to release 
the zinc from the ore. After 
it learned of Reunion’s suc- 
cess in treating similar ore 
at Sanyati, Anglo American 
offered a deaL Reunion could 
earn 60 per cent of the proj- 
ect by spending Sim and 
committing to develop the 
mine. 

Mr Woollett says that test 
work by Tecnicas Reunidas, 
a Spanish engineering com- 
pany which developed the 
Zincex solvent extraction 
process, showed that it 
should be possible to pro- 


duce zinc at Skorplon. Cash 
operating costs, including 
marketing and freight to 
Europe, would be 28 US 
cents a pound, very low by 
Industry standards, with the 
entire cost of developing the 
operation estimated at 
$160m. He says, however, 
that Skorplon could not start 
up before the end of 2000. 

Reunion hopes that Anglo 
American win remain a 40 
per cent partner in order to 
give the project more credi- 
bility. But, as zinc output 
would be a relatively modest 

100.000 tonnes a year, Anglo 
might consider it tOO small 

to warrant management 
time. Mr Woollett points out 
that the Skorplon site "is in 
Africa and Anglo might well 
want to stay In for that rea- 
son alone.” 

Reunion has acquired 
another project from a South 
African group. After a 
protracted bidding process, 
it bought the Dunrobin gold 
project in Zambia from JCI 
Exploration in January 1996. 
Reunion expects this to be 
another cash flow generator. 
The mine, which has just 
started up, cost under $5m to 
be brought into production 
and should produce about 

20.000 troy ounces of gold a 
year for three years at a 


cash operating cost of about 
$135 an ounce, among the 
lowest in the industry. 

Sanyati. meanwhile, has 
so far proved a disappoint- 
ment. with Reunion still 
attempting to push output 
up to MI capacity. Leaching 
the ore Mis proved slower 
than anticipated and there 
have been other unforeseen 
interruptions to production, 
such as when one of the gen- 
erators was struck by light- 
ning la^t year. 

Other projects in 
Reunion's portfolio are 
mainly at very early stages 
of development, mainly gold 
deposits, and mainly joint 
ventured with Canadian 
junior mining companies. 
The Canadians spend the 
cash necessary to prove 
whether or not a particular 
mining project will be a via- 
ble commercial proposition. 

Reunion raised Its first 
tranche of money from Euro- 
pean investors by floating on 
the Luxembourg Stock 
Exchange in 1994, and a year 
later, once Sanyati was in 
production, gained a listing 
on London Stock Exchange. 

Mr Woollett says 
Reunion's strategy appeals 
more to European investors 
rather than those who sup- 
port companies quoted on 


the Canadian exchanges. 
European investors are more 
interested in rash flow and 
dividend payments rather 
than “blue sky potential” - 
the hope that a company 
will make a big discovery, 
causing Its share price to 
rise sharply. 

As Reunion raised another 
£3.5m net (after expenses) 
from shareholders in July 
1996, it is not being held 
back by the problems other 
junior mining companies 
. have suffered after the Bre-X 
scandal. After the Bre-X 
claim, that it had discovered 
the world's biggest gold 
deposit in Indonesia, was 
proved to be a fraud, juniors 
are finding capital raising 
very difficult 

“We try not to go back to 
investors with the begging 
bowl too often. But if we find 
something worthwhile, we 
might have to go back 
again,” says Mr Woollett 

The recent injection of 
funds has been directed at 
accelerating the develop- 
ment of Dunrobin. pushing 
ahead with Skorpion and 
exploration drilling in the 
Midlands area of Zimbabwe 
- all in keeping with 
Reunion's aim of becoming 
one of the leading mining 
organisations in Africa. 


The Key to Africa’s Golden Map 


This map of Africa is in fact a magnified gold particle discovered 
by chance at our new Sadiola mine in Mali. In our continuing 
exploration for Africa's riches, however, nothing is left to chance, 
but is backed up by a prospecting budget which is among the 
world’s highest. 

Anglo American Corporation, one of the world's biggest and most 
experienced mining groups, bom in Africa at the beginning of the 20th 
century, is also one of the continent's success stories. So there is little 
wonder that we have the specialised skills, expertise, local knowledge, 
commitment and access to capital to unlock its treasures, creating jobs 
and prosperity for its people. 


confidence not only in their prospective mineral wealth, but in the 
recent profound changes in their business and political climate. This 
grass roots exploration is increasingly balanced by a willingness to 
pursue prospects in partnership with junior as well as other large 
mining companies. 

A constant striving for innovation, based on more than SO years of 
expertise, has kept us at the cutting edge of mining technology. In South 
Africa we have pioneered ultra deep mining, extracting gold more than 
5 kilometres beneath the surface of the earth. But we also have the 
knowledge and the know-how to bring a 1,000 year old mine in Mali 
into profitability. 


We are prospecting not only for gold, but for a wide range of other When it comes to unlocking Africa's riches, the key is Anglo American, 
minerals and base metals in more than 25 African countries - a vote of 


Anglo American Corporation 
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BOTSWANA • by Ke n Gooding^ 

Diamonds: 
a country’s 
best Mend 


Government and 
business together 
have built an 
industry of world 
importance 

Diamonds have transformed 
Botswana. Its economic 
growth in the past 20 years 
ha* been one of the most 
rapid In the world as Deb- 
swana, a company Jointly 
owned by the government 
and De Beers of South 
Africa, has become the big- 
gest rough (or uncut) dia- 
mond producer in value 
terms- It generated revenue 
last year of 4.6bn pula (or 
P4.6tm - about $L3bn). 

Diamonds already account 
far three-quarters of Botswa- 
na's export earnings, one- 
third of Its gross domestic 
product and 50 per cent of 
government revenue. 

Growth Is not over. Deb- 
swana is Investing P1.4bn 
($4lQm) to expand its Orapa 
min e, the biggest capital 
project ever seen in Bot- 
swana. 

Debswana hopes the Orapa 
expansion will double the 
mine’s annual output to 12m 
carats (one carat is one-fifth 
of one gramme) as early as 
January 2000. This would 
take Debswana's total 
annual production to at least 
24m rarpfo. 

Approval for the Orapa 
project in 1996 coincided 
with the si g nin g of another 
five-year marketing contract 
between Debswana and De 
Beers’ UK based Central 
Selling Organisation, which 
dominates world trade in 
rough diamonds. The gov- 
ernment also extended Deb- 
swana's mining lease until 
2017. 

The company has been 
continuously increasing out- 
put tor about SO years. Last 
year, production increased 
by 4.5 per cent to 17.7m 
carats worth (about $1.3bn) 
and Debswana expects 
another rise this year to 
18.5m carats. 

Extra output this year will 
resnlt from a seven-day 
working week, after switich- 
ing from six to seven days. 
This was at first resisted by 
the unions but now, accord- 
ing to Derrick Moore, gen- 
eral manager of the Jwaneng 
mine, “employees love it It 
gives them more money and 
more time oft” 

Jwaneng. for the time 
being the biggest mtng m the 
group, Is widely believed to 
be the richest diamond mine 
in the world, while Orapa is 
one of the lowest in cost. 
The CRU International con- 
sultancy group suggests the 
average value of the Jwa- 
neng rough diamonds is $95 
a carat compared with $60 
for Orapa. 

Jwaneng’s output was 
expanded by one-third by a 
P300m project completed in 
1995. Derrick Moore, general 
manager of the nrrnp., says: 
“Jwaneng's output has been 
increasing almost continu- 
ously since It came Into pro- 
duction [In 1982]. Now is a 
time to consolidate." Mr 
Moore adds that Jwaneng 
will instead concentrate on 
cutting future costs - and 
hopes it will run as high as 
10 per cent in the five years 
from 1995. 

A move to seven-day wak- 
ing wffl help a great deaL It 
will give Jwaneng a 14 per 
cent increase in carats pro- 
duced this year - from inn 
i n 199 6 - and boost produc- 
tivity as the mine and plant 
will shut down only 13 days 
a year, for maintenance. 

Orapa, which began pro- 
duction in 1971, last year 
produced s.4m carats. Once 
the expansion is finished, 
production costs will come 
tumbling down because out- 
put will be doubled with 
only 200 more new employ- 
ees compared with the pres- 


ent 2.560. and with only a 20 
per cent rise in overheads. 

Its expansion project 
includes a new treatment 
plant capable of handling 
17.8m tonnes of ore a year 
will be included in the proj- 
ect. The structure will rise 
some 17 stories high and is 
destined to be the tallest 
building in Botswana. 

Mr Dave Porter, head of 
the so-called “Chapa 2000" 
project team, admits that 
completing the expansion by 
January 2000 is a tough tar- 
get If problems occur, they 
will probably be associated 
with the availability of con- 
struction capacity in 
southern Africa. “I feel it 
mi ght be reaching its limits 
as there are other big pro- 
jects in the pipeline," he 
says. 

Ora pa’s first levels of ore 
alone go at least 210 metres 
deep and will take anoth e r 
30 years to mine. At 210 
metres the ore body splits in 
two and Debswana estimates 
there is enough at deeper 
levels to keep an under- 
ground mine occupied for 25 
years. Mr Porter says: 

. “Orapa is a young mine with 
a long life ahead of it" 

There is also the possibil- 
ity that the mine might be 
expanded again, should mar- 
ket conditions require fur- 
ther minerals extracted. 

Bladrie Marole. permanent 
secretary at the Ministry of 
Mineral Resources and 
Water Affairs, says the gov- 
ernment has an extremely 
good working relationship 
with De Beers - it owns 5 
per cent of that company - 
but the country is probably 
too reliant on Debswana. 
With this in mind it is 
looking again at its minerals 
legislation and policies to 
encourage mining companies 
to explore for other materi- 
als, such as gold, platinum, 
copper and nickel 

For the time being, Bot- 
swana's main mineral 
exports, apart from dia- 
monds, come from the Sele- 
bi-Fhikwe mine and smelter 
which last year produced 

21.000 tonnes of copper (up 
10 per cent from 1995), 17.500 
t onne s of nickel (up 14 per 
cent) and 421 tonnes of 
cobalt (up 50 per cent). This 
complex is owned B5 per cent 
by Botswana BST and 15 per 
cent by the government 

The rest of Botswana's 
mining industry relies 
heavily on Anglo American 
Corporation of South Africa 
with which De Beers in inex- 
tricably linked via cross 
shareholdings and mutual 
directors. Copper and nickel 
is also produced by Tati 
Nickel of which Anglo owns 

21.1 per cent with De Beers 
(22.25 per cent) Francistown 
Mining (41.65 per cent) and 
the government (15 per cent) 
as its partners. 

Anglo and De Beers also 
have stakes in soda ash pro- 
duction at Sua Pan, i80km 
from Francistown. Produc- 
tion started in 1991 but the 
venture proved to be a finan- 
cial disaster. The original 
company was liquidated in 
1995 but then brought back 
to life as Botswana Ash. The 
government owns 50 per 
cent of the revived company. 
Anglo. De Beers and African 
Explosives & Chemical 
Industries hold a combined 
42 per cent and commercial 
banks have the remaining 6 
per cent. 

Botswana's only operating 
coal mine, Morupule. is a 
Subsidiary of Anglo's coal 
division and the South Afri- 
can group owns 93.3 per 
cent 

Gold mining is on such a 
limited scale so Ear that it 
has not attracted Anglo 
American's attention. 

Botswana also has two 
plants cutting and polishing 
local semiprecious stones, 
also too small to be of inter- 
est to Anglo American. 
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INSIDE 


Japan trade gap 
helps dollar dive 


•tta-.iT.}-'- DoUar bulls may have 

i had their day - next 
week may be one for 
r ‘ ; ^ the bears. The dollar 

*’ A'. * '*■: dived against the 

’ ^Mark and sterling in 
1318 trading at the end 

- %jjP.i i f ' - -7 J last week, with a 

V - number of funds report- 
; :,X : > >;» ;i edly overweight in dol- 

"'T 1 ' Vv I -t 4; lars and trying to get 
yff ' •'■■■ ®»': ol »t of the greenback. 

The avenue many took 
was mto the D-Mark, rather than the yen, 
because of worries that another set of heavy 
Japanese trade figures could spark a reaction 
from the US, Page 28 

GLOBAL INVESTOR 
Slowdown for the 'Nifty Fifty* 

Are the glory days already over for the “new 
Nifty Fifty" the global super-stocks that were 
set to conquer the world and have been leading 
Wall Street to new highs? Page 24 

INTERNATIONAL EQUITIES 
Mexican issuers return to market 

A long, dry season among Mexican share issuers 
has fin a l ly come to its end. After two years in 
which offerings were few and far between, a 
5526m IPO by broadcaster Television Azteca this 
August revealed considerable market interest in 
new Mexican issues. Page 24 

MARKETS THIS WEEK 
New York 

US markets are likely to continue their bumpy 

ride as sentiment firms on Wall Street that the ■ 
large-capitalisation companies that had led the 
market higher have become over-valued. 

Page 26 

Tokyo 

The Nikkei 225 index fell through 18,000 last 
week for the first time since September 1, and 
markets are likely to remain jittery. August 
trade balance data are due tomorrow. Prelimi- 
nary figures showed the surplus had trebled, 
because of stuttering domestic demand and 
rapid growth in exports. Page 26 

London 

The UK stock market seems unable to shake off 
overseas influences, despite the spate of results 
emerging from the domestic corporate sector. 
Last week, the FTSE 100 index fell on every sin- 
gle day - on Wall Street, European and Asian 
worries. Page 26 

Frankfurt 

The German share market ended on a jittery 
note last week. Investors were unnerved by talk 
of higher interest rates, the stronger D-Mark, 
and the large number of capital increases and 
share issues planned by German companies. 

Page 26 

EMERGING MARKETS 

Latin American weightings reviewed 

If you are an emerging markets fund manager 
and you started this year overweight in Asia, 
you've been having nightmares as the markets 
collapsed. If you were overweight in Latin 
America, you're outperforming, particularly if 
you've concentrated on Brazil and Mexico. But 
what do you do now? Page 28 

FT GUIDE TO THE WEEK 

— full listings Page 38 

BOOKER SHORTLIST 
The shortlist for the 
. Booker Prize for 
Fiction is due to be 
announced in London 
on Monday. Among 
past winners of the ' 
prize, worth £20,000, are 
Graham Swift, Salman 
Rushdie. Kingsley 
Amis, Iris Murdoch and Paul Scott. The winner 
will be announced on October 14- 
TRADE TALKS 

Negotiators meet in Geneva on Thursday to 
take stock of efforts to reach, a World Trade 
Organisation accord on financial services, which 
is due for completion by mid-December. 

Currency turmoil in east Asia has cast a shadow 
over the talks. 

POLAND’S NATO BED 

Poland, the largest of the three candidates for 
Nato membership, starts talks on Tuesday with 
the alliance in Brussels on the terms of entry. 

The meeting follows a similar Nato session with 
the Hungarians last week. The Czechs are due 
in the Belgian capital on September 28. 
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Shares likely to be priced at FFr170 to FFr200 in public offer Allianz’s 

French set to 


raise $5.5bn 
in sell-off 
of telecoms 


By David Owen in Parts 

Global co-ordinators of the 
France Telecom initial public 
offering intend to price the 
shares at between FFr170 and 
FFr200, raising at least 
FFr34bn ($5.58bn) for the coun- 
try’s Socialist-led government. 

The disclosure follows sug- 
gestions the shares might have 
to be offered at a unit price as 
low as FFr150 to ensure the 
operation's success. Michel 
Bon, France Telecom’s chair- 
man. has indicated that retail 
investors will pay FFr5 a share 
less than institutions. 

Some analysts have argued 
that a relatively low price may 
be necessary because of the 
sheer number of European 
telecoms issues in the pipeline 
for the autumn, and also to 
take account of investors' 
wariness about the political 
orientation of the government. 

One analyst said France 
Telecom's position had 
changed materially since the 
previous centre-right govern- 
ment announced plans for its' 
partial privatisation earlier 
this year. "Before you were 
buying a company that was 
changing quite rapidly; now 
you are buying a share in the 
French civil service." 


KME set to 
start copper 


But another argued that 
such factors should be 
weighed against a general 
improvement In share prices. 
The shares were likely to fetch 
about the same price as they 
would have earlier in the year, 
when "most people thought 
that if they could get the stock 
at FFrl75-FFrl80 a share, they 
were interested". 

Do mini que Straus s-Kahn, 
the finance and industry min- 
ister. announced last week 
that the government planned 
to give up more than a third of 
the operator's capital, starting 
with an offering thfa aut umn 
of about 20 per cent of the 
shares. Paribas and BNP are 
acting as global co-ordinators. 

The price range will be set 
on September 22, with the 
definitive price decided on 
October 6 after a series of road- 
shows. Investors will receive 
their allocations on October 17. 
Trading is expected to begin in 
Paris and almost certainly 
New York three days later. 

France Telecom last week 
announced a 41 per cent 
increase in first-half net 
income from FFr6.3bn to 
FFrS.9bn, due in part to a one- 
off gain. Operating income 
before exceptional slipped 
from FFri6.9bn to FFrl6.6bn_ 





Michel Bon, France Telecom chairman. The offering is expected to raise at least FFr34bn 


Casino’s backing of Rallye offer 
sparks blocking plan by Promodes 


in China 


By Graham Bowfey 
tn Frankfurt 

KME, the world's largest 
copper processor, is set to 
announce plans for a big new 
investment in China amid 
booming demand from the 
fast-growing emerging mar- 
kets. The announcement could 
come as early as this week. 

KME, which has ann ual 
worldwide sales of DM3.8bn 
($2.lbn), is shifting its atten- 
tion away from Europe as 
many of its traditional Euro- 
pean customers - in building, 
electronics and engineering - 
have set up hew operations 
abroad, especially in Asia. 

“Consumption Is booming 
heavily in China for our prod- 
uct," said Norbert Broderson, 
the senior board member of 
KME. “A lot of European com- 
panies have decided to open 
companies in or dose to Hong 
Kong. Some have shifted pro- 
duction there." 

Mr Broderson said KME - 
which is controlled by Italy's 
Orlando group - had decided 
to build its own production 
plants in China rather than 
enter joint ventures with Chi- 
nese partners. 

This policy is in sharp con- 
trast to that followed by many 
other German companies. 
Many companies have been 
required to set up joint ven- 
tures but have since run into 
problems with local partners. 

"We have decided to build 
on our own. We are doing it 
alone," Mr Broderson said. 

He expected the Orlando 
group to reduce its stake in 
OsnabrOck -based KME from 
about 70 per cent to “slightly 
above" 60 per cent soon. He 
said that the transaction 
would probably take place 
"within a year”. The shares 
were expected to be placed 
with institutional investors or 
strategic partners, ruling out a 
public offering. 

KME, which manufactures 
raw and scrap copper into 
tubes and rolled sheets and 
claims to be the biggest buyer 
of copper in the would, was 
created in its present form in 
1995 when Europa Metalli of 
Italy and Tre’fime’taux of 
France, two other copper pro- 
cessors In the Orlando group, 
were brought under the con- 
trol of the German company. 

Since then the company has 
been restructured, including 
the closure of foundries and a 
cut in the workforce from 
about 9,000 to 7,800. It has 
introduced an innovative work 
scheme to reduce overtime 
payments and to make work- 
ing hours more flexible. 


By Andrew Jack In Paris 

The founding family 
shareholders of Casino, the 
French retailing group, have 
rejected a FFr28bn ($4.6bn) 
hostile takeover bid by the 
rival Promodfis group and 
instead backed an alternative 
friendly offer. 

Nearly 90 per cent of the 
members of the Gui chard fam- 
ily are believed to have voted 
against the Promotes offer on 
Saturday and five core mem- 
bers have created a company 
to buy out other shareholders. 

At a meeting at the head- 
. quarters of Casino In St 
Etienne, central France, they 
concluded overwhelmingly 
that the alternative offer made 
on Friday by Rallye, which 
already holds 28 per cent of the 
shares, was a better solution 
for the future of the group. 

But Promodds is planning to 
take action to attempt to block 
the Rallye offer, which it 


argues breaches both the spirit 
and the letter of French stock 
market regulations. 

The Rallye offer provides a 
choice to Casino shareholders 
of two options. They can either 
swap six Casino shares for one 
warrant convertible into a Ral- 
lye share, a warrant convert- 
ible into Casino shares and 
FFr680 in cash. Or they can 
sell one Casino share to Rallye 
at FFr347 and keep five with a 
certificate guaranteeing com- 
pensation if Casino shares are 
not at FFr400 by the end of 
1999. 

Advisers close to Rallye 
argued yesterday that the deal 
offers a way to provide some 
cash for members of the Gui- 
chard family who wish to sell, 
while minimising the capital 
gains taxes that would be 
incurred. 

They said it also offered the 
best way for Casino sharehold- 
ers to benefit from the 
long-term productivity gains 


that the group has predicted it 
will deliver, by doubling prof- 
its between 1996 and 1999. 
Advisers said the cost of the 
first takeover offer for Rallye 
was about FFrlObn, and the 
second FFr3. Tbn. 

Those close to Promodes 
argued that RaHye’s bid is a 
partial takeover, which does 
not constitute a valid response 
to its full takeover offer. They 
said it goes against the spirit 
of the agreement reached 
between Rallye and the stock 
market authorities to reduce 
its voting rights to one-third 


by the end of October 1998. 

However. Rallye already 
holds 36 per rent of the votes 
of Casino, rising to 42 per rent 
by the end of October. It has a 
further 5 per cent that it can 
gain by exercising warrants, 
requiring it to win acceptance 
from 3 per cent of Casino's 
other shareholders to gain 
more than 50 per cent control 
of the company. 

The Conseil des Marches 
Financiers, the stock market 
regulator, must examine the 
Rallye bid in the next few days 
to decide whether it is valid. 


venture in 
China gets 
go-ahead 

By James Hartfing in Shanghai 

China yesterday gave public 
approval to Allianz, the Ger- 
man insurance group, to set 
□p a joint venture in Shang- 
hai, marking another cautious 
step tn the slow liberalisation 
of the potentially vast life 
assurance market. 

All tan?, the second foreign 
company to be allowed to set 
up a life assurance joint ven- 
ture, will hold 51 per cent of 
the shares. Dazhong Insur- 
ance. a Shanghai-based com- 
pany. will take 49 per cent. 

Yang Gnoping, vice-chair- 
man of Dazhong. said he 
expected the new company to 
open for business before the 
end of the year. 

Allianz was poised to win a 
licence to practise in Shanghai 
over a year ago. Then the Ger- 
man parliament passed a reso- 
lution accusing the Chinese of 
seeking to obliterate Tibet’s 
cultural identity and the 
approval process was frozen. 
Earlier this year the company 
said it had won government 
support but was still awaiting 
fall approval for the licence 
and a public endorsement for 
the venture. 

The announcement yester- 
day in the Business Weekly, 
the official government news- 
paper, said the new company 
would follow the structur e of 
the first foreign joint venture 
in the life sector in China: 
Zhong Bong Life Insurance, 
Manulife of Canada’s venture 
with China National Chemi- 
cals Import and Export Corpo- 
ration in Shanghai. Its 
operations will be restricted to 
Shanghai, China’s largest city 
and a fast-growing market for 
insurers. Annual premium 
income is expected to exceed 
YnSbn ($602m) this year and 
will be worth more than 
Ynl6bn by 2000. according to 
government figures. 

Official media reports say 
that life assurers in Shanghai 
have seen their premium 
income increase by 50 per cent 
every year since 1992 and 
expect the rate to grow in the 
coining years. 

With a population of more 
than L2bu, China is an allur- 
ing market to international 
insurers. But the authorities 
have said the domestic indus- 
try needs to be protected, and 
they promise to open the mar- 
ket only slowly to foreign 
competition. 
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UK newspaper 
group expected to 
reveal $lbn float 


HEAT TRANSFER 



By David BlacfcweH 

Newsquest, the UK regional 
newspaper group backed by 
venture capitalists Kohlberg 
Kravis Roberts and CinVen, is 
this week expected to reveal 
plans to float next month. 

The group is understood to 
be aiming for a market valua- 
tion of about £70Qm ($Llhn). It 
has about 13 per cent of the 
UK regional newspaper market 
- roughly similar to Trinity 
International, the listed group 
capitalised at £698.7m at the 
close on Friday. 

Newsquest virtually doubled 
its size a year ago with the 
£305m purchase of West- 
minster Press's 60 regional 
titles. Last week it sold a slice 
of the Westminster titles to 
Bristol United Press for £35m. 

The group said It had sold 
the Wessex subsidiary - 11 
papers, including the Bath 
Chronicle - because of geo- 
graphical location in relation 
to the rest of its newspaper 
business. But it was. continu- 
ing to look for expansion 
opportunities. 

Kohlberg Kravis Roberts, the 
US investment concern, and 
CinVen, the UK venture capi- 
tal group, are not expected to 
reduce their holdings substan- 
tially. The directors, who have 


about 5 per cent, are under- 
stood to want to retain as 
much of their investment as 
possible. 

KKR backed Newsquest in 
its £205m management buy-out 
of local newspapers from Reed 
Elsevier early last ye^r. In 
August 1996, the US group was 
joined by CinVen for the West- 
minster deal. 

Newsquest’s annual sales 
are about £300m. This com- 
pares with Trinity Inter- 
national’s reported sales of 
£332. 5m in the year to March, 
when it more than doubled 
pre-tax profits to £56 An. 

Newsquest is believed to 
have brought forward its flota- 
tion timetable because the 
regional newspaper sector is 
performing well in good 
market conditions. 

At the time of the Westmin- 
ster deal Jim Brown, Newsqu- 
est chief executive, dismissed 
any suggestion the regional 
newspaper business was in 
decline as "a nonsense". 

"Let’s assume there is an 
electronic challenge,” he said. 
"We will have the news collec- 
tion and the advertising collec- 
tion." The group had a web 
site which was then making no 
money - "but when that is 
cracked, we are beautifully 
poised". 


£31,500,000 

Institutional Buy-Out 
from 
BTR pic 


Led, structured and arranged by 

N atWest Ventures 


Equity provided by 

NatWest Ventures 


Debt and mezzanine facilities provided by 

Sodete Generale 
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Skanska considers Costain refinancing 


are involved In a joint ven- £95m, was farced to sell its 
tore to build a £60m Welsh housebuilding, commercial 
prison under the British gov- property and coal mtrtiwg 
ernmeat's private finance . businesses after debts spiral- 


By Andrew Taylor, 
Construction Correspondent 

Skanska, the large Swedish 
construction group, is con- 
sidering taking part in what 
would be the second refinan- 
cing in just over a year of 
Costain, the UK contractor. 

The Swedish group is 
understood to be talking to 
Costain's bankers, which are 
contemplating a debt-to-eq- 
uity swap which could leave 


them holding a 15-20 per cent 
stake in the British com- 
pany. 

The total size of the pack- 
age is thought to be 
approaching £50m (STO.5m). 

A deal would involve 
reducing the stake of Intria, 
a Malaysian construction 
and engineering group 
which last year purchased 40 
per cent of Costain as part of 
a £73.6m refinancing- Intria 
paid £42m for the shares. 


Costain’s financial posi- 
tion however, has worsened 
since the original deal and 
the group requires further 
cash to meet working capital 
requirements. 

The company's shares 
have been suspended at 46p 
since last November and it 
still has to publish its 1996 
accounts. 

Intria however, has been 
suffering its own problems 
and Us position will not have 


been helped by the recent 
turmoil in Malaysian cur- 
rency and stock markets, 
which has prompted the gov- 
ernment to cancel several 
large prestige construction 

projects. 

Skanska has bufit a strong 
continental European pres- 
ence through a series of 
acquisitions and joint ven- 
tures. It has worked closely 
with Costain in the UK 
where the two companies 


Initiative CPF0- 
They have formed a joint 
company to bid for British 
road contracts under the FFI 
and are working together on 


in Manchester. 

Costain, which has seen 
its market value drop from 
more than £600m in 1967 to 


led in the early 1990s- ■ 

The company, however, 
maintains a worldwide repur 


financial base if it is to 
maintain the confidence of 
potential customers. 


tattan.as a construction con- 
tractor, particularly in 
a hotel construction contract marine engineering, but 

needs to strengthen its 


Florists demand 
radical reforms 
to Interflora 


By Richard Wotffe 

Britain's florists are 
de manding radical reforms 
to Interflora in the wake of 
the boardroom coup which 
tore apart the 74-year-old 
organisation this summer. 

But Luterflora's 2,600 mem- 
bers, who collectively own 
the association of indepen- 
dent florists, have rej- 
ected plans for a flotation 
and a distribution of 
shares. 

The future of the best- 
known name In British 
flower bouquets has been 
uncertain since May. when a 
group of rebel florists 
ousted the entire Interflora 
board over restructuring 
plans. 

The old board had pro- 
posed to harmonise Interflor- 
a's flower delivery service 
across the country, raising 
florists' annual subscription 
charges more than fivefold, 
from £300 to £1.750 ($2,780). 

Florists strongly objected 
to the changes, fearing they 
would undermine their inde- 
pendence and lead to a fran- 
chise-based group. Smaller 
florists warned that the 
higher charges could push 
fhom oat af business. 

In an attempt to build 


stronger ties with the 
close-knit and vociferous 
membership, the new board 
polled 65 per cent of its flo- 
rists to shape a set of 
reforms. 

Interflora said: “We think 
the members are Interested 
in some of the same ideas 
put forward by the old man- 
agement, but they do not 
want to proceed at the same 
pace. They recognise that if 
the organisation is to remain 
successful into the millen- 
nium, they have to adopt a 
much more commercial 
approach.” 

An overwhelming 89 per 
cent said the organisation’s 
complex and archaic bye- 
laws should be overhauled, 
but only if members’ rights 
were strengthened. 

However, 52 per cent 
rejected chang in g Interfiora 
into a listed company , pre- 
ferring to remain a club 
owned and managed by its 
members. 

Interflora co-ordinates 
flower deliveries across the 
UK, as well as providing 
computer terminals and 
clearing payments between 
its members. The organisa- 
tion reported revenues of 
£12m on orders of £8Qm last 
year. 


Sears decision on footwear 


By Peggy Hoffingef 

Sears directors will this 
week consider proposals 
presented by company doc- 
tor David James to break up 
British Shoe Corporation, 
the lossmaking footwear 
business hchinH many of the 
retail conglomerate’s recent 
troubles. 

Mr James, who was 
drafted in as executive chair- 
man in May when Liam 
Strong was ousted, is due to 
present his proposals for the 
division to directors at their 
monthly board meeting this 
week. 

It brings to an end his 
four-month inquiry, aided by 
advisers JP Morgan and 
Price Waterhouse, into 
options for the shoe division, 
after a series of abortive 
restructurings and rising 
losses. 

Although no for mal memo- 
randum of sale has been 
drawn up for the group's 
footwear shops - Shoe City, 
Shoe Express, Dole is and the 
department store conces- 
sions - it is understood that 
a number of potential pur- 
chasers have received 
detailed Information on 
assets and trading. 

Shoe City and Shoe 
Express are likely to be the 
most riiffirailt for Mr .Tarngg 
to sell, TnaMng them poten- 
tial candidates for closure. 
One retailer said it had 
decided not to bid for any of 


the businesses as the prop- 
erty portfolio was not attrac- 
tive enough. 

Mr James's presentation 
comes one week ahead of 
Sears interim results, which 
are expected to show deepen- 
ing losses in the footwear 
business arid an overall fail 
from pro fi ts of £28m ($44£m) 
to breakeven. BSC is fore- 
cast to incur losses of some 
£25m for the foil year. 

Analysts said they expec- 
ted some terilratfnn from the 
board on its plans for BSC, 
as well as on progress 
towards the demerger of 
Sal fridges. expected in July. 
However, it was unlikely 
that any footwear disposals 
could be achieved in the 
near future. "No one will 
buy it before Christmas,'’ 
said one. They will want to 
see how trading goes and 
look at it again in January.” 

Such delays cast further 
doubt over pr ospec ts for the 
long-promised £37Cttn pay-out 
to shareholders, which 
depends in part an the suc- 
cessful sale of Freemans, the 
mail order business, to 
Littlewoods. 

The Monopolies and Merg- 
ers Commission is due to 
report Its findings on the 
takeover to Margaret Beck- 
ett, secretary of state for 
trade and industry, on Sep- 
tember 22. 

A final decision is expec- 
ted six to eight weeks after 
that. 



The market is becoming but it is growing in the 
increasingly sceptical that marketplace.” 
the deal will be approved. However, Sears insisted it 
There Is a feeling that it remained “cautiously opti- 
will not go ahead,” said mistic” about winning the 
another analyst “It may be government's approval for 
a rumour testing on itself, the deal. 


Hapag-Lloyd wants TUI 


Hokkaido banks delay link 


By Graham Bowley 

Hapag-Lloyd, the German 
transport and tourism group, 
said yesterday it wants to 
wrest control of Touristik 
Union International, the 
travel services group. 

The move raises the pros- 
pect of a shake-out in the 
European travel industry 
with two potential rival 
groups forming in Germany 
around Hapag-Lloyd and 
Lufthansa, the German air- 
line. 

Bexnd Wrede, Hapag-Lloyd 
chief executive, said yester- 
day the company wanted to 
take a controlling stake in 
Ted, one of Europe’s largest 
resort hotel , chains. 


"We have 30 per cent of 
Tm and we want a major- 
ity,” he said in a newspaper 
interview. A spokeswoman 
later confirmed that the 
company would begin talks 
soon. 

Hapag-Lloyd is already the 
market-leader in tourism in 
Germany, operating cruise 
ships, an airline as well as 
travel agencies. A move to 
acquire a controlling stake 
in Tui would create one of 
the largest travel groups in 
Europe. 

Mr Wrede said he was 
interested in buying the 30 
per cent stake owned by 
Westdeutsche Landesbank 
and would also consider 
acquiring the 20 per cent 


stake held by Schickedanz- 
Quelle. the retail group. 

Hapag-Lloyd was bought 
just a few weeks ago by 
Preussag, the German steel 
and engineering group in a 
DM2. 8b n ($1.59bn) deal. 
Westdeutsche TanrieEhank is 
the largest shareholder in 
Preussag. 

Analysts said that West 
LB may be keen to sell its 
tourism interests as they 
have performed poorly in 
recent years. A sale of its 
Tui stake to Hapag-Lloyd 
would allow greater consoli- 
dation of the tourism activi- 
ties. It would also enable 
Hapag-Lloyd to face up more 
effectively to the threat 
posed by Lufthansa. 


By AScMyo Nakamoto 
in Tokyo 

• . 

Hokkaido Takusboku Bank 

ami ffhlrkaiHn Bank are to 

delay their planned merger 
by at least six mouths, in 
order to resolve their differ- 
ences over how to deal with 
bad debts and restructure 
their operations. 

The merger, which was 
initially scheduled to take 
place next April, has been 
stalled by several important 
differences. 

These include how Hok- 
kaido Takushoku Bank 
should dispose of its Y938bn 
(*7.7bn) worth of non-per- 
forming loans, restructuring 
of. the troubled bank and 


consolidation of their 
respective branch networks. 

Hokkaido > Sank -. had- 
become Increasingly con- 
cerned about Takushoku 
Bank’s lack of disclosure 
and its failure to r * iTT|p up 
with a persuasive plan to 
dispose of its had debts. 

The troubled merger of 
the two banks, based in 
Japan’s northern Island of 
Hokkaido, has been seen as 
a test case of the financial 
industry's response to Big 
Bang deregulations which 
are expected to result in a 
substantial consolidation of 
the Industry. 

As such, a collapse of the 
mer ger would be an embarr- 
assment to Japan's finaw-tnl 


authorities. 

"The merger will go 
ahead,” said, a Bank ’of 
japan official who pointed 
out that with new restruct- 
uring measures unveiled by 
TTnlrVnidn Takushoku Bank 
yesterday, including a capi- 
tal injection plan, indicated 
the bank was not expected 
to require an injection of 
public funds. 

Hokkaido ’ Takushoku 
plans to cut its workforce of 
5,100 by 400 and to reduce 
the number of executives 
from 18 to 12. ' 

However, private banking 
analysis remained sceptical 
about tite prospects for the 
merger due to thesignificant 
diff ere nces flmi stQl remain. 


GE Capital 
makes £43m 

acquisition 


By Christopher Adams, 
Insurance Correspondent 

GE Capital, the acquisitive 
financial services arm of 
General Electric, is to pay 
£43m ($68.4m) for a fast- 
growing UK insurance com- 
pany that offers elderly 
people a regular income in 
return for their homes when 
they die. 

Surrey-based Stalwart 
Group, which was acquired 
by venture capitalists in 
1994, has benefited from 
strong demand for ‘home 
income plans’ sold through 
independent financial ad vis- 
6TS* 

Annual sales of new busi- 
rips *? have jumped from £5m 
to £ll(hn over the past three 
years. 

GE Capital is buying a 60 
per cent stake belonging to 

European Acquisition Capi- 
tal, as well as the sharehold- 
ings of Foreign & Colonial 
Ventures and Stalwart's 
manapwnwTt EAC and F&C 
had bought the company for 
£13m- 

mucr Fuller, chief execu- 
tive of Stalwart is likely to 
receive more than £2m for 
his interest 

About half of the compa- 
ny's revenue comes from 
home income plans. These 
offer elderly people, many of 
whom have not bought 


long-term care insurance, a 
way of raising cash when 
infirmity strikes. 

The rules of the schemes 
vary, but they typically pro- 
vide an annuity income and 
rent-fine accommodation In 
exchange for the property 
freehold. 

Stalwart also seDs pension 

annuity products for smok- 
ers, diabetics and others suf- 
fering from ill health. 

For GE Capital, the deal is 
the latest in a string of 
acquisitions over the past 

two years that have 
strengthened its position in 
niche UK insurance markets. 
It has also purchased IMCO. 
an extended warranty 
insurer, and Pet protect 

Edward Tilly, ch airman of 
the financial services divi- 
sion within GE Capital, said 
there were opportunities to 
cross-sell products with 
other GE businesses. For 
example, the group already 
sells investment bonds to 
the elderly through indepen- 
dent financial advisers. 

• CNA, a US-based insurer, 
is selling its UK insurance 
operations to Lombard 
Insurance. Fierce competi- 
tion in the UK market led to 
the sale and the motor insur- 
ance division will cease writ- 
ing business. Financial 
de tails of the transaction 
were not disclosed. 


Utilities cited for 
more cost cuts 


By Virginia Marsh 

Institutional investors 
believe there Is significant 
scope for farther cost-cutting 
at utilities, especially at the 
National Grid and in the 
water sector. A survey by 
AT Kearney , management 
consultants, found that 36 
per cent of investors 
believed there was “consid- 
erable” room for farther cost 
cuts, with another 36 per 
cent saying there was “quite 
a lot of room” for such mea- 
sures. 

However, most said it 
would take several years for 
the savings to be achieved. 

The survey, conducted in 
July and August, showed 
most investors supported 
diversification into related 
sectors but were increas- 
ingly sceptical over geo- 
graphical expansion. They 
alien felt management xhrmld 
devote more time and effort 
to researching potentially 
risky projects. 

Many said diversification 
failed as managers of the for- 
mer state-owned utilities 
were stfil unused to competi- 
tive environments. 


United Utilities' foray into 
Thailand - the multi-utility 
bad to make an £83m 
($I32m) provision last year 
to cover its losses on a water 
project thee - was given as 
an example of diversification 
that had gone wrong. 

John Homer, one of the 
survey’s authors, said fond 
managers recognised the 
cost-saving benefits of creat- 
ing multi-utilities but. fol- 
lowing recent share price 
rises, now considered the 
premiums too high. 

The strong pound was 
given as a reason for the 
good performance of utility 
stocks since the UK election. 
The sector is relatively unaf- 
fected by sterling's strength- 
ening, unlike manufacturing 
where many share prices 
have slumped. 

However, the main factor 
given for the recent upturn 
in utility stocks was the 
removal of uncertainty over 
the new gover nm ent’s inten- 
tions and over the level of 
windfall tax. Rather than 
veeringto wards socialist pol- 
icies as had been feared, the 
government's approach had 
been “rather conservative". 



Durban Roodepoort Deep, Limited 

(Inc w p ww d In the RopubBc of South Africa) Rep a r a tion No. OMD0926A6 
^Durban Deop”) 

NASDAQ trading symbol DROOY 
Option Adj ust ment to Ordinary Shareholders 


NOTICE TO HOLDERS OF DURBAN DEEP 
SHARE WARRANTS TO BEARER 


To claim their entitlement to Durban Deep ‘B’ options and. where applicable, to the cash proceeds 
arising from a fraction of a Durban Deep ’B’ option holders of Durban Deep share warrants to 
bearer are required to surrender coupon(s) no.! 19 detached from their share warrants, together 
with a duly completed Listing. Acceptance and Request Form (in duplicate), to: 

The Royal Bank of Scotland pic. Registrars, 

First Floor, 5-10 Great Tower Street, 

London EC3R 5ER 

Durban Deep *9’ options (’options’) will be issued in the ratio of 50 options for every 100 Durban 
Deep ordinary shares and so on in proportion for any lesser or greeter number of ordinary shares 
held in Durban Deep, subject to the provisions set out below. Payments of fractional entitlements 
will arise in respect of Durban Deep share warrants to bearer representing denominations of 
I share, 5 shares and 25 shares. Each coupon no. 1 1 9 representing die denomination of either 
I share, 5 shares or 25 shares would respectively entitle the holder thereof to Vi option. 
2’h options or i 2'fi options. However, as Indicated above, no fractions of an option win be issued 
and instead holders of share warrants to the bearer In the aforementioned denominations will be 
entitled to a cash fraction payment on the basis chat each coupon in each of those denominations 
will be treated as a separate holding. 

This entitlement will apply separately in respect of each coupon No. 119 surrendered. 
Options certificates and, where applicable, cheques in respect of fraction payments will be issued 
seven business days after surrender of coupon(s) no.l 1 9. The cash proceeds, net of costs, in respect 
of a fraction of an option will be paid in United Kingdom currency. 

The options are issued subject to the provisions set out in the Durban Deep circular Issued on 28 
July 1997 (copies of which are available from the abovementioned office and Barclays Bonk pk at the 
address below), the terms and conditions of the options (set out in the aforementioned circular) 
and the Memorandum and Articles of Association of Durban Deep. 

Listing, Surrender and Request Forms are available from the abovementioned office of The Royal 
Bank of Scotland and from Barclays Bank PLC. Service Emetteurs, 45 Boulevard Haussmann. 
75009 Paris. 

United Kingdom Secretaries: 

Viaduct Corporate Services Limited 

f 9, Charterhouse Street, London EC IN 6QP 15 September 1997 


Notice of Redemption 

THERMO ELECTRON CORPORATION 


5% Senior Convertible Debentures due 2001 

NOTICE IS HEREBY GIVEN that Thermo Electron' Corporation (the “Company") has exercised its 
right, pursuant to Section 6 oMhe Fiscal Agency Agreement dated as of Aprfl 15, 1994, to redeem on 
October 15, 1997 (the "Redemption Date") aD of the Company's then outstandng 5% Senior 
Convertible Debentures due 2001 (the Debentures"). The conditions precedent to redeem the 
Debentures have occurred. 


REDEMPTION OF THE DEBENTURES ’ 

Redemption Oafs. Octobers, 1997. 

Redemption Price. The redemption price of the Debentures is 102% of the principal amount of the 
Debentures, making the toted of U.S. S1.020.00 payable on October 15. 1997 for each U.S. SI ,000 
principal amount of Debentures not converted. BecaiseOctobert5, 1997 tea regular Interest payment 
date for the Debentures, no accreed interest wa be paid separately as part of the redemption price. 
Cessation of Interest andRights of Debenturehotders. On ihe Redemption Date, the redemption price 
of the Debentures not converted on or prior to toe close of business on the fifteenth day preoedng ihe 
Redemption Date wta become due arid payable. Interest on the Debentures wBI cease to accrue on 
and after the Redemption Date. The Debentures wB no longer be deemed outstandng alter the 
Redemption Dale and afl rights with respect thereto wfll cease, except the right of the holders to 
receive (I) the applicable redemption price and (H) interest payable on October 15, 1997 by virtue of 
such date being an interest payment date pursuant to the terms of the Debentures. 

Redemption Procedure. Payment of the amount to be received on redemption will be made by the 
Company upon presentment and surrender of the Debentures (with coupons dated April 15, 1968 and 
subsequent thereto attached on any Bearer Debentures) at any time on or after the Ftedemption Date 
at any o(toe locations set forth at the end ofttts notice. 

conversion of debentures into common stock 
C onversion Price. Prior to the close of business on the fifteenth day precedng the Redemption Dale, 

the principal arrraurrt of any Debentures, or any portion thereof that is U.S. $1,000 or a multiple of u.S 
$1,000, may be converted at tha option of the holder Into shares of Common Stock of the CofijMiny at 

a conversion price of U.S. $2100 per share (or approximately 476190 shares for each U.S. $1,000 
principal amount of Debentures converted). 

Conversion Procedure. The Debentures may be surrendered for conversion prior to the dose of 
business on the fifteenth day preceding toe Redemption Date in accordance with the conversion 
procedures set forth in the Debentures at any of the locations set forth at the end of thbnatk*. Holders 
wffl be paid accrued interest from April 15, 1997 to the data the Debentures are surrendered lor 
conversion. 


THE RIG HT TO C ONVERT THE DEBENTURES SHALL TEAMMATE AT THE CLOSE OF BUSINESS 
ON THE FIFTEENTH DAY PRECEDING HE REDEMPTION DATE. 


Bearer Debentures may be presented for redemption or convention at either of the following locations. 
The Chase Man hatt an Bank Benque Internationale a Luxembourg 

TmltyTbwBr, 9 Thonras More Street 69, route tfEsch 

London El 9 YT. England L-2953 Luxembourg 

Registered Debentures may be presented for redemption or convention atthe following locafion. 

The Chase Manhattan Bank ■ 

450 West 33rd Street, 15th Floor, New Ybrk; NY 10001-2697 United States of America ’ 


The Chase Manhattan Bank 
for and on behalf of 
Thermo Bectren Corporation 


Q CHASE 
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Strong demand helps 
Computacenter rise 


By Paid Taylor 

Strong demand for computer 
systems and services helped 
C omput acenter, the private- 
ly-owned IT products distrib- 
utor, lift pre-tax profits by 30 
per cent to £2L3m ($38.6m) 
in the first ’half of 1997. 

The profit gain came on 
domestic revenues which 
grew by 36 per cent to £514m 
(£374m), positioning the 
group to exceed £lbn in 
annual turnover this year 
for the first time. 

Computacenter’s French 
operations added a farther 
FFr425m ($70m) to group 
revenues - a 50 per cent 
increase over the same 
period last year. 

Mike Norris, chief execu- 
tive, said the gains reflected 
particularly strong demand 
for the group's computer 
skills and services business. 


which include systems inte- 
gration. project manage- 
ment, software migration 
and systems reconfiguration. 

In the UK, where Compu- 
tacenter claims to supply 
one in every three corporate 
desktop computers, com- 
puter services account for 
about 20 per emit of total 
revenues and grew by 52 per 
cent in the first h al f. 

The group, which was set 
up in 1981, expanded its 
workforce by about 500 
people in the first half to 
2,600 by the mid of June and 
expects to employ about 
3,000 people by the end of 
the year. 

Computacenter has grow n 
quickly in recent years 
fuelled mainly by the suc- 
cess of Compaq, the' world’s 
largest PC manufacturer, 
and Mic rosof t, the world's 
largest software group. 
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Banca di Roma seeks fresh capital 


By Paui Bette In MBen 

Banca di Roma, Italy's second- 
J^S«t banking group, is to seek 
L2,400bn to L3,400bn In fresh capital 
as part of a -joint rescue 

and privatisation programme. 

The state-controlled bank also 
^Ported a record L2;794bn ($L62hn) 
nrebhalf loss, compared /with a net 
profit, of L72hn is the same period 
last year. The heavy, loss this time 
was attributed to sweeping loan pro- 
visions and writedowns to clear the 
balance .sheet ahead of privatisation. 

The bank said extraordinary provi- 
sions/ and write-downs -totalled 
IA 379bn in the first half, when pre- 
tax profits before these special items 


amounted to L711bn. Total. deposits 
rose L9 per cent to L121,300bn. while 
loans rose 6 per cent to Ll03,600bn. 

The banking group, jointly- con- 
trolled by a foundation and the EEtl 
state holding company; has strug- 
gled since the early 1990s to pool 
various Rome-based credit institutes 
as well as Banca NazionaJe dell' Agri- 
culture, which it controls. 

- Hie bank will propose a capital 
increase of up to 2bn new shares 
priced at LI^ZOO to Li,700 at an 
extraordinary general meeting on 
October 27. There would be a private 
placement to future core sharehold- 
ers and institutional investors and a 
public offering reserved for current 
shareholders. 


Toro Assicuraziom, the insurance 
company controlled by the Flat car 
group. Banca. Agricola Man to vans, 
and Electronic Data Systems (EDS) 
of the US are expected to become 
core shareholders with a total 
investment of Ll.OOObn to Ll JOOhn. 

Banca Commercials Italians and 
Credito Italians, the two large priva- 
tised northern Italian banks, 
together with other domestic and 
foreign institutional investors, are to 
take a stake in the bank with an 
investment of LSOObn-LGOObn. 

The privatisation, which is also 
widely regarded as a salvage opera- 
tion, will also see IRI dispose of its 
36.5 per cent direct and indirect 
stake in the bank. 


The disposal, which is expected to 
raise about Ll,800bn, will mark the 
end of the state bolding group's 
direct involvement in the Italian 
banking industry. It is also part of a 
broader plan to wind down iRl’s 
remaining financial and industrial 
holdings as part of the government's 
privatisation programme. 

After the capital increase, the 
bank will be 50-55 per cent controlled 
by its new core shareholders and the 
foundation. The recapitalisation will 
also be followed by a new three-year 
recovery plan prepared by US con- 
sultants McKinsey. The aim is to 
achieve a return on equity of 6 per 
cent next year, 8 per cent in 1999 and 
10 per cent in 2000. 


Telekom says 
cable report 
‘speculation’ 


By Grahamt Bowfey 
in Frankfurt 

Deutsche Telekom yesterday 
denied press reports that it 
is planning to spin off its 
cable network 

Goldman Sachs and Deut- 
sche Bank would oversee 
setting up a new company, 
to be called T-Media-Net, 
which would eventually be 
listed, according to a report 
in the . German magazine, 
Der Spiegel • 

The report says Deutsche 
Telekom has proposed the 
plan as a solution to Euro- 
pean Commission concern 
about it having a monopoly 
of both television cable and 
telephone networks. 

However, a Deutsche Tele- 
kom spokesman yesterday 
denied there was any truth 
in the report, dismissing it 
as “pure speculation”. 

Telekom’s cable network' 
reaches, more than half Ger- 
man households and is the 
preferred method of recep- 
tion for most viewers. 

The network has been 
loss-making, but Ron Som- 
mer, Deutsche Telekom's 
chairman, has avoided sell- 
ing the division In which the 
company ..has. invested 
heavily, and- which he views 
as an important asset ahead 


of liberalisation of the Euro- 
pean telecommunications 
market next year. 

A plan to spin off the net- 
work into a separately-listed 
company might, therefore, 
offer a solution to the loss- 
making division’s impact on 
the whole group and to EU 
competition concerns. 

• Deutsche Telekom. 
Europe’s largest telecommu- 
nications operator, seems to 
have the poorest connections 
to its subscribers, according 
to new research from the 
Yankee Group consultancy, 
Alan Cane writes. 

The German operator con- 
sistently scored worse than 
either British Telecommuni- 
cations, France Telecom or 
US local and long distance 
operators in the stndy, 
which looked at customer 
perceptions of the service 
offered by the companies. 

While none emerged par- 
ticularly favourably, the gulf 
in perception between DT 
and the rest suggests the 
German company has a long 
way to go to improve its 
image. 

The company was priva- 
tised last year in preparation 
for the opening of Europe’s 
telecoms markets to full 
competition on January 1 
1998. 


S China 
Morning 
Post ahead 

By John Rkkfing 
in Kong Kong 

South China Morning Post 
(Holdings), publisher of 
Hong Kong’s main English- 
language daily, announced 
net profits of HK$805.3m 
(US$l04m) for the year to 
June, up almost 16 per cent. 

Robert Kook, chairman, 
struck a positive tone about 
prospects for the group- T 
believe that overall the 
favourable commercial con- 
ditions in Hong Kong will be 
sustained," he said. 

According to Mr Kuok, 
who also holds substantial 
business interests in prop- 
erty, commodities aud 
hotels, the South China 
Morning Post benefited from 
strong advertising demand 
and a fall in newsprint 
prices from US$900-US$950 a 
ton in the previous year to 
about US$550 a ton in 
1996-97. 

The newspaper group has 
recently approved an invest- 
ment of about HKSlOOm for 
an additional printing press. 

The underlying increase in 
profits was stronger than 
reflected in the figure, since 
1995-96 results were boosted 
by a gain of HK$180.99m 
from property sales. 

Earnings per share rose 
from 44.9 cents to 46.52 
cents, while an unchanged 
final dividend of 13 cents 
took the total for the year to 
30 cents. 
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Martin Ebner. Switzerland's 
best-known corporate preda- 
tor. bas denied he has a 
stake in Commerzbank, Wil- 
liam Hall writes from Zur- 
ich. The German bank's 
shares rose sharply last 
month after reports that he 
had a IS per cent stake. Mr 
Ebner (pictured above) said 
Commerzbank shares had 
“major potential" but 
efforts were needed to real- 
ise it and he did not hold a 
stake at the moment. 

However, the man who 
marip an estimated SFrSOOm 
($35 7m) from Credit Suisse’s 
takeover of his 25 per cent 
stake in Winterthur, left no 


doubt he wants to play a 
role in any future restruct- 
uring of Swiss banking. 

Until now the main focus 
of his attention has been 
UBS, 

but he has bnilt a 2.8 per 
cent stake in Swiss B ank 
Corporation and after Credit 
Suisse's acquisition of Win- 
terthur, he will control 7 per 
cent of Credit Suisse. 

He has not decided which 
bank would be tbe core 
shareholding of his 
SFrl7.5bn group, but said he 
found Credit Suisse's view 
of its future easier to under- 
stand than the strategies of 
UBS and SBC. 


Mexican 

cement 

group 

relisted 


By Daniel Dombey 
in Mexico City 

The latest in a continuing 
series of Mexican share 
issues will be completed 
today, when cement group 
Corporacidn Moctezuma 
begins trading on the coun- 
try’s stock exchange. 

The $93m secondary issue 
has been brought about by 
the sale of tbe 332 per cent 
stake in Moctezuma belong- 
ing to Grupo Carso, a lead- 
ing Mexican conglomerate. 

Tbe offering, which has 
been handled by Carso’s sis- 
ter financial institution. 
Grupo Financiers Inbursa, 
means Moctezuma has 
returned to the Mexican 
stock exchange after an 
absence of five years. 

Although it is a listed com- 
pany and has regularly 
reported to the bolsa, it has 
not been traded since 1992, 
when existing shares were 
bought by private investors. 

The company’s pricing of 
9.85 pesos a share, 
announced late last week, 
has been considered aggres- 
sive, reflecting expectations 
of a construction sector 
boom in the near future 

Although the company has 
won plaudits for a newly 
installed cement plant, 
which provides two- thirds of 
its L45m tonne capacity at a 
low cost it is also seen as 
small and vulnerable. 

Moctezuma is only the 
fourth largest cement firm in 
the central part of Mexico 
and its sales and capacity 
pale in comparison with the 
country's 25m tonne market. 

However, Gordon Lee, an 
analyst at Deutsche Morgan 
Grenfell in Mexico City, 
says: “When you are such a 
small producer, doubling 
your sales every year in the 
largest market in Mexico 
will not be too difficult.” 

A Carso spokesman said it 
was selling its stake in Moc- 
tezuma as part of a policy of 
divesting non-core assets. 
The Mexican market’s 
strong performance this year 
thought to have been - a 
strong contributing factor, 


INTERNATIONAL NEWS DIGEST 


News Corporation 
raises coverage 

News Corporation, the Australian-based media group, has 
become the largest television network operator in the 
world, and says it will soon have access to more than 75 
per cent of the world's population. Mr Rupert Murdoch, 
rh airman , said in the annual report its expansion into 
network and satellite television had given it full or part 
ownership of 90 channels around the world. 

Mr Murdoch said no other company could match News, 
owner of the Fox network in the US, in its ability to dis- 
tribute programmes across different platforms, and this 
ability was increasing exponentially. News, which holds 
40 per cent of BSkyB in tbe UK and wants to expand in 
satellite television across India, China and Latin America, 
was still “small relative to the opportunities in tbe global 
market" for media. “The borderless world opened up to ns 
by the digital information age will afford huge challenges 
and limitless opportunities," said Mr Murdoch. 

John Gapper 

U ELECTRONIC TRADING 


NYCE in development plan 

The New York Cotton Exchange, one of the smaller US 
futures exchanges, is to work with Cantor Fitzgerald, the 
US-based brokerage business, on the development of a 
new electronic futures exchange. Neither organisation 
commented on the timing of the development, but it is 
understood to be aimed initially at bond futures. 

Joseph O'Neill, president of NYCE, said that such a 
project was a logical step for tbe exchange, as it 
attempted to apply technological advances to the futures 
industry. NYCE, in downtown Manhattan, is the oldest of 
the New York exchanges, and trades both agricultural 
and finan cial products. It also takes in the Finex currency 
futures business, whose products are traded both in the 
New York and on a complementary floor in Dublin. 

Nikki Taxi, Chicago 

m CURRENCY HEDGING 


Rabobank in joint venture 

Rabobank International, part of the Dutch co-operative 
h anking group, has joined up with Olsen & Associates, 
the applied research organisation, to offer a currency 
hed ging service to fund managers and companies. The 
venture, called Rabo Olsen, offers “currency overlay", 
which aims to separate currency risk from other invest- 
ment decisions by using computer modelling techniques. 

Haijo Dijkstra, managing director, said tbe group felt 
recent turmoils in south-east Asia would tnakg potential 
clients more willing to outsource their currency decisions. 
The new group, set up earlier this year, currently pro- 
vides services to fund managers with $400m in assets. Par- 
eto Partners, the market leader in currency overlay, pro- 
vides the service for $212bn in assets. Jane Martinson 

M TELECOM ITAUA 


First-half profits up 23.6% 

Telecom Italia yesterday set the scene for its privatisation 
next month by reporting strong first-half group profits. 
Net Mining* rose 23.6 per cent to LL830bn ($1.06bn) in the 
first six months on a 82 per cent increase in consolidated 
revenues to L20,5l9bn- Debts fell from L12.040bn at the 
end aflast year to L11.957bn. Paul Betts, Milan 
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The growing challenges to humankind are 
Bayer's challenges, too. We are expanding our 
innovative potential around the globe with research 
and development activities at more than 20 locations 
In the world's main industrial centers - Europe, 
North America and Japan. 

In 1 997 we are spending a record DM 3.7 billion 
on R & D, 60 percent of it in the fastgrowing life 
sciences - our Health Care and Agriculture 
segments. Our plastics and specialty chemicals 
also have excellent growth prospects. 

With new products, improved processes and 
innovative solutions, our aim is to become the 
leading integrated chemical and pharmaceutical 
company. The results for the first half of 1997 show 
we are on the right track. . 



V* wn be pleased to send you the dewed titertm Report tor the &a 

of 1997. Please write to Baye/ AG. Corporate Cmmirtcatons (0). 

51368 Leuertusea Germany. Further rtamabon on he Bayer Group e avaD- 

atoie on the Internet mtp J/wwwbayetcom 
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At Home in Emerging 


ana Ha 


Global Investor / Philip Coggan 

Slowdown for the ‘Nifty Fifty’ 



Are the glory days already 
over for the "new Nifty 
Fifty", the global super- 
stocks that were set to con- 
quer the world and have 
been leading Wall Street to 
new highs? 

Low inflation and low 
interest rates have obviously 
represented one strong' bul- 
wark of the US bull market 
But the other source of sup- 
port has came Cram the abil- 
ity of corporate earnings to 
grow consistently faster 
than nominal gross domestic 
product 

One explanation has been 
the idea that there is a "new 
era” of US economic growth, 
in which a more flexible 
labour market and new tech- 
nology have combined to 
make industry' much more 
productive. Even Alan 
Greenspan has taken to pon- 


dering the merits of this 
issue in public but the case 
is as yet unproven. 

A second reason has been 
the belief that a number of 
companies - those with 
global brand nam es - can 
grow for years by exploiting 
the potential of the develop- 
ing economies. China Is 
often cited, with enthusiasts 
frequently starting their sen- 
tences with: "A billion Chi- 
nese can buy an awful lot 
of ” before mention big 
their product of choice. 

But cracks have started to 
appear in the story of seem- 
ing effortless and endless 
earnings growth. Thursday 
saw a profits warning from 
Motorola, based an the weak- 
ness of demand for paging 
products in both the US and 
C hina. Coming also issued a 
warning, pointing to a jump 


COMPANY RESULTS DUE 


Rising retail 
coffee prices 
help to perk 
up Nestle 

Nestle is expected to report 
interim net profit between 
SFrl.54bn (#lbn) and 
SFrl.Sbn on Thursday, up 
from SFri.35bn last time. 

In July, Nestle reported 
sales of SFr33.5bn for the 
first half, up from SFr28.4bn 
last time, and said it expec- 
ted full year profit to "evolve 
in line" with sales. 

Analysts said profit 
growth would be driven by 
favourable exchange rates, 
higher volumes, and rises In 
coffee retail prices. The com- 
pany is also expected to say 
more on strategy, with the 
focus an ice cream and min- 
eral water. AFX 


■ Inch cape, the diversified 
UK trading group emerging 
from the recovery ward 
under the stewardship of Sir 
Colin Marshall, is expected 
to report modest progress 
today. 

Brokers expect a strong 
recovery In the international 
motor distribution activities 
and steady progress from its 
Coca-Cola bottling plants to 
overcome difficulties at the 
international trading arm. 

Overall, interim pre-tax 
profits of same £74m ($118m) 
are awaited, a whisker down 
on last year, together with a 
dividend of 4.5p. up from 
4.2p. 

■ La porte, the UK chemi- 
cals business, is today expec- 
ted to reveal pre-tax profits 
before exceptional for the 
first half, up from £60. 3m 
last year to £61. lm ($97m), 
hut this will be reduced by 
charges of up to £lBm. Earn- 
ings per share, pre-excep- 


in manufacturing capacity 
for optical fibre, combined 
with an expected fall in 
demand next year. 

David Sh ui man , the equity 
strategist at Salomon 
Brothers, is citing worries 
about earnings as one of the 
reasons for his prediction of 
a 15-20 per cent fall in the US 
market "Despite the extraor- 
dinary strength in the econ- 
omy, earnings estimates are 
coming down and they are 
coming down for some very 
important companies. In the 
past month, estimates have 
been cut for Coca-Cola, 
Pfizer, Gillette. Amgen. 
McDonald's and Hew- 
lett-Packard. 

"These six companies rep- 
resent the core of the new 
Nifty Fifty and their growth 
has been powered by their 
global reach” he adds. "It 


tianals, are forecast at 22J2p 
( 22 p), while the dividend is 
expected to be raised to 8.9p 
<&5p). 

■ Tesco opens the reporting 
season for Britain's big four 
supermarkets tomorrow, 
when it is expected to turn 
in pre-tax profits of about 
£345m (J549m). As' usual, all 
eyes will be on current trad- 
ing. Last year's tough condi- 
tions - price deflation and 
petrol price wars - have 
largely eased, giving confi- 
dence that current compara- 
ble sales will be showing 
increases of 5-6 per cent. 

■ The market will be 
looking for signs of progress 
and organic growth at Rex- 
am’s core businesses, when 
the paper and packaging 
group reports interims on 
Tuesday. 

The group, the former 
Bowater, is midway through 
a large disposal programme 


appears that the high dollar 
and the inevitable slowdown 
In south-east Asia is catch- 
ing up with them." 

There Is room for debate 
about both these factors. 
Ahby Joseph Cohen of Gold- 
man Sachs, one of the con- 
sistent bulls throughout the 
rise of Wall Street says that 
"Many US multinationals 
have developed brand name 
ami franchise value products 
and services that are not 
easily substitutable. Global 
market share for these prod- 
ucts is relatively inelastic 
despite currency moves.” 

She also points out that 
the dollar's trade-weighted 
rise is not that great - only 
2.6 per cent since May - and 
calculates that the effect of 
currencies on 1997 third 
quarter earning s will be only 
10 cents a share. That com- 


NeStU 


pares with her estimate of 
overall 1997 operating earn- 
ings per share of $47 for the 
S&P 500 companies. 

The turmoil in Asia may 
also turn out to be not that 
significant. Goldman esti- 
mates that the affected, coun- 
tries account for less than 5 
per cent of US exports and 
that US GDP wfQ be cut by 
no mare than o.l per cent as 
a result At the same time, 
Europe's economic growth is 
perking up as this week's 
second quarter GDP num- 
bers from Germany - show- 
ing a 2.9 per cent year-on- 
year rise - amply Illustrated. 
For most ranltina t-inrmlB , a 
stronger-than-expected 
Europe would more than off- 
set any lost business in 
south-east Asia. 

All this may not matter. 
Bull markets are built more 
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an perceptions than on fun- 
damentals. The Nifty Fifty 
stocks have been bid up to 
extravagant price-earnings 
ratios; at its peak this year, 
Coca-Cola was trading on a 
multiple -of above 40. signifi- 
cantly higher than Its expec- 
ted earnings growth rate. 

Such a rating does not 
take allow for even a modest 
setback in circumstances; 
normally a p/e ratio roughly 
equal to the earnings growth 
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rate is seen as fair value for 
a stock. And there are ques- 
tions which need to be asked 
about whether, in a global- 
ised economy, any company, 
however famous its brand 
names, c* n have much pric- 
ing power In the face of com- 
petitive pressures. 

Accordingly, once doubts 
start to creep in about the 
ability of Nifty Fifty stocks 
to meet the exalted expecta- 
tions of investors, the shares 


Oaflaher 



which appears to be going 
well. It may be readying 
itself for bolt-on acquisi- 
tions. Broker Panmure Gor- 
don expects pre-tax profits of 
£90m ($143m) and earnings 
per share of 11.9p, up from 
£S3m and llJp last time. 

■ BG. the former British 
Gas, unveils interim results 


IN THE HIGH COURT OF HONG KONG 

COURT OF FIRST INSTANCE 

COMPANIES (WINDING-UP) 

NO. CWU218 OF 1991 


IN THE MATTER of the Banking Ordinance 
(Chapter 155 of the Laws of Hong Kong) 

and 

IN THE MATTER of the Companies Ordinance 
(Chapter 32 of the Laws of Hong Kong) 

and 

IN THE MATTER of Bank of Credit and 
Commerce Hong Kong Limited ("BCCHK") 


NOTICE OF TIME LIMIT FOR 
PROVING DEBTS OR CLAIMS 

NOTICE is hereby given thac by Order of the High Courr of Hong 
Kong Court of First Instance dated 28th July 1997, 31st December 
1997 was fixed to be the date on or before which creditors of BCCHK 
who have not yet lodged their claims are to prove their debts or claims. 
Any. creditor who has nor proved his debt or claim on or before the 
said date will be excluded from the benefit of rhe distribution made 
next aher that date and from the benefit of any previous distribution. 

A.R. Hearder. 

Official Receiver and Liquidator 

Daicd ihis 5ih day tif Au«usi ] 


The Financial Times plans 
to publish a Survey on 


Taiwan 


on Tuesday October 7 


For more Information, please contact: 
Jenny Middleton 
Tel: +44 171 873 3794 
Fax: +44 171 873 3204 
or Brigitte McAlinden 

Tel: +852 2905 5554 Fax: +852 2537 1211 
or your usual Financial Tunes representative 


FT Surveys 



European Investment 
Bank 

ITL 1,000,000.000,000 
Fl oa ting rate notes due 
December 1998 
The notes mitt bear interest 
at 620859% per annum 
fmm 15 September 1997 to 
15 December 1997. Interest 
payable on 15 December 1997 
alU amount to 17182,262 
per 1715.000,000 note and 
171822.614 per 17150,000.000 
note. 


Company 

JFMoigan 



European Investment 
Bank 

JTL 1,000,000,000.000 

Floating rate notes due 
March 1998 

The notes axil bear interest 
at 050859% per amam 
from 15 September 1997 to 
15 December 1997. Interest 
payable on 15 December 1997 
wOlamoant to 17182262 
per 1715,000,000 note and 
171822,614 perFTl 50,000.000 
note. 


'rust Company 

JPMorgan 


Standard & Chartered 

Standard Chartered PLC 


US$400,000,000 Undated Primary 
Capital Floating Rate Notes 

In accordance with the provisions of the Notes, 
notice is hereby given that for the Interest 
Determination period from 15 September 1997 to 
15 October 1997 the Notes will carry Interest at the 
rate of 6.00 per cent per annum. 

Interest accrued to 15 October 1997 and payable 
on 14 January 1998 will amount to US$50.00 per 
US$10,000 Note and US$500.00 per US$100,000 
Note. 

West Merchant Bank Limited 

Agent Bank 


on Wednesday and analysts 
hope to hear some news of 
how management intends to 
improve efficiency of what 
NatWest Securities has 
called "a chronically under- 
performing asset base”. 
Investors may be looking for 
asset sales and some return 
of value to shareholders. 

NatWest Securities expects 
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the company to report an 
interim loss of about £32m 
($5lm) after accounting for a 
windfall levy of £514m, with 
underlying Interim profits ctf 
about £462m. 

■ The reporting season for 
the UK tobacco sector, now 
three companies strong after 
last years' flotations of Impe- 
rial Tobacco Group and Gal- 
laher to join BAT Industries, 
kicks off on Wednesday. 

Gallaher, which com- 
mands some 40 per cent of 
the UK market, thanks to 
its Silk Cut and Benson & 
Hedges brands, has been bat- 
tling with Imperial Tobacco 
at the cut-price end of the 
market. 

Gallaher’s maiden inter- 
ims are expected to show 
pre-tax profits, net of flota- 
tion costs, of some £154m 
(*24Sm>. 

■ Next is expected to show 
healthy increases in sales 


aryl profits when it reports 
interims on Wednesday. 

Profits are forecast to rise 
from £56m ($89m) to £65m- 
£68m. Although the group 
will be investing more in 
staff and customer service, 
sales are expected to rise fas- 
ter than costs, thanks to the 
man order business. 

■ BMC, which supplies 
materials to the construction 
industry, is due to unveil 
interim results on Thursday. 
Analysts are expecting a 
strong performance, with 
sales In its two key markets, 
the UK and Germany, well 
up .on last time. However, 
the severe winter weather 
that affected the figures last 
time did not recur, so direct 
comparisons are difficult 
The performance of Great 
Mills, the builders’ merchant 
operation, should show evi- 
dence of the general upturn 
in- the UK housing market 
NatWest Securities expects 
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may have a long way to fall. 
Coca-Cola is already more 
t han 20 per cent off its best 
levels. 

As Mr Shulman notes: “an 
investor has to believe that 
we are in a new paradigm 
economy to support any- 
where the current level of 
share prices. However, if we 
ore in an unusual variant of 
a conventional cycle, then 
stocks remain extraordi- 
narily expensive." 


pre-tax profits for the six 
months to June of £110m 
(SI 75m), up 13 per cent 

■ Sun Life and Provincial, 
the quoted life assurance 
arm of French insurer Axa, 
Is expected to report interim 
pre-tax profits of £85m-£90m 
on Thursday, compared with 
last time’s £92. 5m (5147m). 

Analysts said realised 
investment gains of £17m 
had buoyed last year’s fig- 
ures and they were expect- 
ing tp»ina this time of about 
£5m. Life profits, which are 
likely to determine the direc- 
tion of future dividends, are 
predicted to be £65m-£70m. 
against £55m. 

Analysts are hoping for 
more details on the benefits 
of the acquisition of Equity 
& Law, announced in July, 
but only completed within 
the last few days, which 
made Sun Life the third big- 
gest life assurer in the UK 
and a FTSE-10G company. 


Mexican issuers return to market 


A long, dry season among 
Mexican share issuers has 
finally come to its end. 

After two years in which 
offerings were few and far 
between, a 5526m IPO by 
broadcaster Television 
Azteca this August revealed 
considerable, market interest 
in new Mexican issues. 

A series of further place- 
ments is ready to follow and, 
if good conditions prevail, as 
much as $i.5bn in shares 
may be issued by the end of 
the year. A ret ai ler , an air- 
line and a broadcaster are 
among the likely candidates. 

The increased activity fol- 
lows improving company 
results, higher liquidity 
worldwide, and the percep- 
tion that Latin American 
markets, particularly 
Mexico, are more stable than 
their troubled counterparts 
in emerging Asia. 

The key consideration, 
however, is the dramatic 
improvement in Mexico's 
economy, giving life to 
potential issues that have 


been shelved for years. 

The 1994-95 devaluation 
and the accompanying eco- 
nomic crisis and stock mar- 
ket crash forced many com- 
panies to put planned 
offerings on ice. Throughout 
1995, and for much of 1996, 
there were next to no share 
offerings at all 

Now things have changed. 
Although the Mexican balsa 
is still below its 1994 peak in 
dollar terms, the country's 
performance this year has 
been good enough to dispel 
much of the caution left over 
from the devaluation. 

Persistent doubts about 
the solidity of the country’s 
domestic recovery have 
meant that equity offerings 
still have not raised as much 
as bond issues this year, but 
share activity has stiH been 
impressive. 

Despite the Asian markets’ 
recant weakness, the bolsa is 
up by more than 40 per cent 
this year. The economy as a 
whole grew by 8^ per cent 
in the second quarter com- 


pared with the same period 
of 1996. 

The latest big issue is the 
sale of S93m of shares in Cor- 
poracidn Moctezuma, the 
cement group, by Grupo 
Carso, one of the country’s 
biggest and most diverse 
conglomerates. The shares 
are scheduled to begin trad- 
ing today. 

Carso is also planning 
what is expected to be this 
autumn's biggest share offer- 
ing, a $400m-$500m issue of a 
majority stake in its retail 
assets, including the San- 
borns and Sears chains. The 
new entity, to be known as 
Carso ComerciaL will remain 
within the structure of the 
parent company. 

The controlling sharehold- 
ers in Cintra, which brings 
together Mexico's two big- 
gest airlines, AeromSxico 
and Mexicana, are also 
thought to be considering a 
share issue for the aut umn 

Cintra has been controlled 
by a consortium of banks 
since the peso devaluation 


and financial mismanage- 
ment forced the company to 
capitalise hundreds of mil- 
lions of dollars in debt But 
its balance sheet has been 
cleared up and its recent 
operating figures have been 
good, spurring talk of a an 
issue of up to S200m for 
some 20 per cent of the com- 
pany. 

Other companies planning 
to go to the market include 
Industries Bachoco, an eggs 
and poultry' producer, which 
hopes to raise about $150m 
for 15 per cent of its stock in 
an issue this month, and 
Urbi, a housing developer, 
could raise $150m-$160m for 
about a third of its equity. 

In addition, Televisa, the 
country’s biggest media com- 
pany, is thought to be con- 
templating an issue of up to 
$400m, which would help 
finance a series of recent 
transactions. 

A separate Issue of a stake 
in its publishing interests 
might raise an additional 
1200m. 


FT Surveys 


The Financial Times plans 
to publish a Survey on 


Lebanon 


on Tuesday, October 14 - 


For further Information, please contact: 

Richard Foster 

Tel: +44 171 873 3753 

Fax: +44 171 873 3595 
or your usual Financial Times representative 
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ENGINEERED A US$105 MILLION GLOBAL OFFERING 
EGYPT’S LARGEST BEVERAGE COMPANY. 
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HSBC Investment Banking’s ability to engineer innovative solutions to complex problems was demonstrated whilst acting as bookrunner and joint lead 
-manager of an equity offering for the Al-Ahram Beverages Company. The transaction, one of Egypt’s first international offerings of Global Depositary Receipts, uniquely 
combined a management buy-in, privatisation and an international equity offering totalling US$105 million. Evaluating the true worth of the sole brewer of alcoholic 
.and non-alcoholic beer in Egypt was a challenge but, aided by our in-depth research analysis, we developed a marketing programme which brought out the company’s 
intrinsic value. This message was effectively communicated by our international sales force which resulted in a highly successful offering and after market. 







■ Corporate Fmance > Project and Export -Finance • Specialised Finance • • Private Equity 
Loan Syndication * Equity Research and Distribution - Asset Management Private Banking 


lised Finance • ■ Private Equity HSBC Investment Banking 

.ssei Management Private Banking MemberBS&CGmup 

Issued by HSBC Investment Beak pie. Regulated by SFAfor the ctmduct cf mvsmem business in the UK. 
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NEW YORK By John Authors 


US markets are likely 10 
continue their bumpy ride as 
sentiment Dim on Wall 
Street that the large- 
capitalisation companies 
that had led the market 
higher have become 
over-valued. 

Last week both bonds and 
equities Tell significantly 
until new data on producer 
prices and retail sales on 
Friday reassured traders 
that the pattern of moderate 
growth without Inflation 
remained broadly intact. 

Retail sales grew only 0.7 
per cent in August, less than 
most forecasts, while 
producer prices were exactly 
in line with most estimates, 
rising o.3 per cent. 

This seemed to dimin ish 
any prospect of monetary 
tightening by the Federal 
Reserve in the next two 
months, but many fore- 
casters believe a rise in 
interest rates is likely in 
November. 

Equities recovered on the 
news, with the Dow Jones 
Industrial Average gaining 
81.99 points on Friday. This 
left it down only 79.43 points 
on the week at 7,742.97. 
although it is more than 7 
per cent below its higbs and 
smaller companies continue 
to perform better. 

Bonds rallied, with the 
yield on the 30-year Treasury 
bond dropping to 6.584 per 
cent on Friday, having 
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closed at 6.69 per cent the 
previous day. 

Tomorrow will see the 
most keenly watched 
economic number of the 
week: consumer price 
inflation. The consensus of 
analysts is for inflation to 
remain under control, with a 
0.3 per cent rise in August 
(0J2 per cent excluding food 
and energy). This "core” 
Inflation figure will probably 
be the most closely watched. 
Any significant variation 
from forecast would have a 
big impact on the market, 


LONDON By Phiiip Gdggan 


The UK stock market seems 
unable to shake off overseas 
influences, despite the spate 
of results emerging from the 
domestic corporate sector. 

Last week, the PTSE 100 
index fell on every single 
day - on Wall Street 
European and Asian worries 
- neatly reversing the 
previous week's five 
successive rises. The Footsie 
Is now towards the bottom of 
its recent 4,800 to s.100 
trading range. 

Traders are also coping 
with sluggish volumes, with 
some blaming investor 
nervousness in the face of 
global stock market 
volatility, and others 
pointing to the immine nt 
introduction of the new 
order-driven trading system 
in October. 

Official data may spark 
some investor interest this 
week, with unemployment 
and average earnings 
numbers indicating whether 
the labour market is 
tightening, and retail sales 
figures pointing to the 
strength of consumer 
spending. 

Recent survey results have 
suggested that spending 
growth has slowed, following 
a brief spurt in the s umm er 
associated with the windfall 
gains from building society 
□citations. 

Company chairmen will be 
able to give their own views 


COMMODITIES By Susanna Voyle 


Wednesday critical for zinc 


The London Metal Exchange 
faces the critical “Third- 
Wednesday” prompt date 
this week, with the market 
waiting to see what will hap- 
pen to the zinc price. 

* Three-month zinc fell a 
further 2.4 per cent on Fri- 
day. The cash price closed at 
SL594 a tonne, down 5.1 per 
cent on the week, while 
three-month metal ended at 
$L399, down 6.1 per cent 
Analysts say the signifi- 
cance of Wednesday is that 
is when the majority the 
alleged Chinese short posi- 
tions - when they sold zinc 
they did not own in the 
expectation that the price 
would fall and they could 
meet their obligations at a 
lower level - have to be 
covered. 


Analysts at Rudolf Wolff 
said the falls at the end of 
last week were because of 
book-squaring and liquida- 
tion ahead of the weekend. 

“The increase In stocks of 
2.025 tonnes, most of which 
went into Chicago, left those 
expecting an influx of Chi- 
nese materia] into Singapore 
pondering the whys and 
wherefores, particularly with 
zinc stocks down 3,775 
tonnes for the week,” they 
said. “We remain wary about 
the effect of the spreads, 
however, and feel they will 
retain their tightness and 
continue to monitor the flow 
Of material in and out of 
Singapore." 

Jim Lennon at Macquarie 
said this week's “Third - 
Wednesday" prompt date 


was the main focus in the 
markets last week on expec- 
tations that the squeeze on 
Chinese short positions 
would unravel. 

“The behaviour of zinc 
prices pointed to the shorts 
rolling forward their posi- 
tions - buying cash, then 
selling forward. In addition, 
it pointed to some ‘longs' 
taking profits on their posi- 
tions (selling three-months) 
in anticipation of a large fall 
after the squeeze," he said. 

In general Mr Lennon said 
that last week's price falls 
on the LME had been well 
founded. 

“It was a week of growing 
pessimism and flailing prices 
for the main base metals 
with the single exception of 
al uminium .” he said. 


CROSS BORDER M&A DEALS 


BIDDER/INVESTOR 


TARGET 


SECTOR 


VALUE 


COMMB4T 


Mannesman! (Germany) Olivetti (Italy) 


Telecoms 


$1.3bn Telecoms tie-up 


Endesa (Chfle) 


Cashoeira Dourada (Brazil) Power 


$7O0m Leads winning bid 


Newport Credit 
(Canada) 


Business Technology 
Finance (UK) 


Leasing 


S375m LLoyds TSB sale 


La ratio (UK) 


Tavistock Collieries (SA) Mining 


$365m 


Rowland criticises 


CampbeH Soup (US) 


Amott's (Australia) 


Food 


$330m Minority offer 


Boots (UK) 


Hernial Kurt Herrmann 
(Germany) 


Consumer 


S280 


Fills OTC 
gap 


DU (US) 


PFC (Lux’bg) 


Pharmaceuticals SI 60m 


31 exit success 


Rentokfl Initial (UK) 


Units of Generate des Eaux Textiles 
(France) 


SI 07m Part of shake-up 


Cylrnk (US) 


Algorithmic Research 
(Israel) 


Computer 


E83m 


Cash and paper 
deal 


Union MUnfera (Belgium) 


MDK-SPJSCo PWop 
(Bulgaria) 


Metal 

processing 


$80m 


Fast track 
privatisation 
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COMPAGNIE F1NANCIERE RICHEMONT AG. ZUG, SWITZERLAND 
RICHEMONT SA, LUXEMBOURG 

The annual general meetings of Compagnie Fin and ere Richemont AG, Zug, 
and Richemont SA, Luxembourg, which were held on 11 September 1997 have 
resolved that the following dividend be paid to holders of Richemont units: 


Gross dividend per unit 
Payable from 
la respect of 


£ 9.40 

Tuesday, 30 September 1997 

Coupon No. 41 


The dividend will be paid to unitholders by Richemont SA and represents a 
dividend of 12.53 including the preference dividend, on the amount of the 
reserve established in respect of the participation certificates issued by that 
company. The dividend is payable free of charges and without deduction of 
withholding tax. 

Coupons may be presented for payment at any branch of the following banks: 

UBS 


Bank J. Vontohel & Co. AG 
Pictet Sc Cie 

15 September 1997 

Compagnie Financiere Richemont AG 
6300 Zug, Switzerland 




Darier, Henrsch Si Cie 
Ardage- und Kreditbank AKB 


Richemont SA 
Luxembourg 
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on the health of the 
economy, and the effect of 
the strength of sterling, as 
they report figures. Notable 
results include BG, Dalgety, 
Hays. Incbcape, Kingfisher, 
Laporte. P&O and RMC. 

However, overseas 
developments may still come 
to the fore, with nervousness 
likely to increase ahead of 
the Bundesbank council 
meeting on Thursday. 

The Bundesbank has 
recently threatened to raise 
rates but without taking any 
action as yet 


The German share market 
ended on a jittery note last 
week. Investors were 
unnerved by talk of higher 
interest rates, the stronger 
D-Mark, and the large 
number of capital increases 
and share issues planned by 
German companies. 

On Friday the D AX index 
of the top 30 company shares 
fell 2.4 per emit to dose at 
3,796.61 by the end of 
electronic trading. 

Commerzbank last week 
became the latest German 
company to announce plans 
for a capital increase, joining 
Verging bank; Thyssen, the 
steel and engineering 
company; Metro, the retailer; 
and Volkswagen, the motor 
vehicle manufacture. The 
government also plans to 
sell its remaining stake in 
Lufthansa, the airline. 

Volkswagen has caused 
consternation among 
investors with its plans for a 
DM7bn capital increase, half 
through a rights Issue, half 
through new shares to be 
sold to new investors. 

Analysts estimate that the 
German share market will 
have to absorb up to DM25bn 
in the coming months, and 
with this amount of new 
issuance same analysts are 
speculating that the top of 
the rally in German shares 
might be nnming to an «nd. 

Comments last week by 
Otmar Issing, the 
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Bundesbank's chief 
economist, added to the 
unrest when he said that the 
jperlod of low inflation in 
Germany was over, 
prompting speculation that 
the Bundesbank might move 
soon to raise interest rates. 

However. Hans-Jflrgen 
Krupp. another Bundesbank 
council member, appeared to 
play down inflationary fears. 

On the corporate front this 
week, Deutsche Telekom is 
holding its half-yearly press 
conference, while Allianz is 
due to present its interims. 


'lP 


The Nikkei 225 index fell 
through 18,000 last week for 
the first time since 
September l, and markets 
are likely to remain jittery. 

August trade balance data 
are due tomorrow. 
Preliminary figures for the 
first 20 days of August 
showed the surplus had 
trebled, because of stuttering 
domestic dpr™™* and rapid 
growth in exports. 

If US officials criticise the 
surplus in the run-up to the 
G7 meeting f his coming 
weekend, the yen could 
cgntinqa last week's gains. 

Tbere is a small possibility 
that the government might 
decide the domestic economy 
is doing so badly that it 
reverses its strategy and 
announces a relaxation in 
fiscal policy. However, so 
far. the ministry of finance 
has remained firm in its 
adherence to fiscal rectitude. 

August's money supply 
data are due Wednesday and 

could provide an excase far 
the government to act The 
data are likely to show little 
if any growth in the money 
supply, following April's rise 
In sales taxes. 

As for equities, the Nikkei 
is likely to continue its slide 
in the absence of a fiscal 
package. Selling pressure 
will come from domestic 
companies reducing holdings 
in other groups to release 
profits before the end of the 
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Leading European bourses 
start this week in negative 
mood after a week of falls, 
but to-date selling pressure 
has been fairly limited. 

PARIS 

The French results blizzard 
continues this week with a 
further seven component 
companies of the CAC 40 
index reporting sLx-month 
figures. Brokers are likely to 
divide their time between 
number crunching corporate 
results and keeping a 
weather eye on the Bundes- 
bank in the run up to Thurs- 
day's council meeting. 

Worries about German 
interest rates resurfaced in 
both Frankfurt and Paris 
last week and were partly 
responsible for the CAC's 
dull performance. 

Although unwilling to 
tempt fate, the consensus 


among brokers in Paris is 
that the Bundesbank will 
not be rushed into any sud- 
den interest rate increase. 
They feel that the balance of 
power lies with the doves. 
Recent economic news out of 
Boon, they say. has tended 
to mirror sluggish output 
rather than unfavourable 
infiationary pressures. 

After a run of mostly posi- 
tive results from the banks, 
the pattern of reports this 
week is less focused. A wide 
range of industrial compa- 
nies takes in Michelin and 
Pernod Ricard tomorrow and 
moves through Saint 
Gobaln. Alcatel Alstbom and 
Canal Plus on Thursday. 
AGF supplies the main 
financial Ingredient on 
Wednesday and foods leader 
Eridania rounds off matters 
on Friday. 

The CAC 40. which is 7 per 
cent below its July peak, has 


traded wi thin a 130 point 
range since the start of 
August Volume over recent 
sessions has been thin. 

OSLO 

Norwegians go to the polls 
today and the betting among 
political observers in Oslo is 
that the narrow Labour 
coalition would be rein- 
stated. 

After a number of scares 
in August Labour has made 
rapid progress in recent 
opinion polls and this is one 
reason for last week’s resil- 
ient stock market with the 
Oslo bourse vying with Mad- 
rid as the best five-day per- 
former. 

Elsewhere in the Nordic 
bloc, the main talking point 
is Hermes & Mauritz, the 
Swedish retailer, which has 
risen by more than 70 per 
cent this year to outperform 


the Stockholm bourse by 
about 30 per cent 
The group puts out third- 
quarter results on Wednes- 
day. Swedish retail sales for 
July emerge on the same 
day. Given the shares' 
stratospheric rating (a 1997 
p/e of about 40) a results 
statement from Hermes 
invariably generates excite- 
ment Third-quarter net prof- 
its are widely expected to 
rise 45 per cent 
In Finland, rumours of big 
league corporate activity are 
likely to continue to swirl 
around forestry leader UPM- 
Kymmene. The group, which 
on Friday announced a ven- 
ture with Singapore group 
April which would put 
together the two companies' 
fine paper operations in 
Europe and Asia, is widely 
understood to be on the 
verge of expanding its US 
interests via a takeover. 
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financ ial half year on 
September 30. 

At the end of last week, 
the Nikkei fell below the 
18,003 achieved at the end of 

the full year to March 31. 
Exporters could also 
continue their sli de if th e 
yen continues to strengthen. 

The economy's weakness 
and low inflation prospects 
have continued to drive 
bonds higher, with the yield 
on long-term government 
issues below 2 per cent for 
the first time since early 
September. 


HONG KONG 

The investor mood in Hong 
Kong improved dramatically 
at the close of last week. 
Recent sessions have been 
beset by the currency prob- 
lems seemingly endemic 
across Asia, as well as 
doubts about the extent of 
China's commitment to eco- 
nomic reform. 

The latter were dispelled 
when the I5th Party Con- 
gress got under way on Fri- 
day. By the close of trading 
the Hang Seng index had 
turned a loss of nearly 300 
points into a gain of 160 after 
initial comments from the 
Congress were seen to be 
favourable. 

The index of H-shares. 
mainland China companies 
listed in Hong Kong, ended 
13 per cent higher at 1.406, 
having touched 1,359 earlier 
in the session. 


i CURRENCIES By Richard f Igo ' 

Japan trade gap takes shine off dollar 


Dollar bulls may have had 
their day - next week may 
be one for the bears. 

The dollar dived against 
the D-Mark and sterling in 
late trading at the end of last 
week, with a number of 
funds reportly overweight in 
dollars and trying to get out 
of the greenback. 

The avenue many took 
was into the D-Mark, rather 
than the yen. because of 
worries that another set of 


heavy Japanese trade figures 
could spark a reaction from 
the US, possibly at the 
Group of Seven leading econ- 
omies meeting in Hong Kong 
next weekend. 

In July’s US trade statis- 
tics it was estimated that the 
imbalance of US trade with 
Japan could be as high as 
$55bn this year. 

With "the US unhappy 
about Japan trying to solve 
its- economic problems with 


a cheap yen, friction could 
emerge In Hong Kong. 

Shorting the yen against 
the D-Mark was also a popu- 
lar tactic late last week, as- 
traders felt that the yen’s 
weakness could be exploited 
in that cross-trade without 
provoking any reaction - as 
would be the case with the 
dollar. 

In Europe, the Ecofln 
meeting over the weekend 
held discussions over how to 


determine final exchange 
rates between countries join- 
ing monetary union. That 
especially concerns the Irish 
punt, which has risen 
strongly on the back of ster- 
ling this year. 

With forward exchange 
rates far the punt currently 
well above its ERM central 
rate, the market has already 
priced in a revaluation 
within the ERM. 

But any noises on the fete 


of the punt coming from the 
Ecofln meeting are unlikely. 
Not only has the punt gained 
along with sterling, but the 
Irish economy is also in a 
stronger position than many 
of its partners in Europe. 

The Finnish markka also 
has its problems wi thin the 
ERM. Analysts are starting 
to look seriously at the pos- 
sibility of a revaluation, 
which could see the markka 
fell away this week. 


FT GUIDE TO WORLD CURRENCIES 
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More than a quarter of the petrol you buy 
owes its existence to an idea and to late 
night scribbles in the notebooks of two Mobil 
scientists. They discovered that a synthetic catalyst 
(crystals the size of a speck of flour) could make 
crude oil yield far more petrol than ever before. 
Their breakthrough led to a process that is now 
being used in nearly every major refinery in the 


world. It has saved consumers billions of pounds a 
year and has greatly extended the Earth’s precious 
oil reserves. It has also caused Charles Plank and 
Edward Rosinski, who together hold 159 U.S. patents 
and whose careers epitomise Mobil’s commitment 
to science and technology, to be inducted into 
the U.S. National Inventors Hall of Fame. To learn 
more, visit our Web site at www.mobil.com. 


M@bil 
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The energy 
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MARKETS: This Week 


EMERGING MARKETS By Stephen Fidler . 

LatAm weightings reviewed 
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Put yourself in the position 
or an emerging markets fund 
manager. If you started this 
year overweight in Asia, 
you've been having night- 
mares as the markets col- 
lapsed. August, when Asia 
feU 20 per cent, was agony. 

If you were overweight in 
Latin America, you’re out- 
performing, particularly if 
you've concentrated on Bra- 
zil and Mexico - both up 
close to SO per cent on the 
year in US dollar terms. 
August wasn’t wonderful, 
down 10 per cent, but you’re 
still ahead of the game. 

But what do you do now? 
The year-end and bonus time 
looms. Asian emerging mar- 
kets are in the middle of a 
cyclical downturn, from 
which it will take time to 
recover. You could take a 
punt on Asia, but it would 
be hard at this stage of the 
cycle to pick the winners 
among Asian companies. 

Meanwhile, you are sitting 
on good returns in Latin 
America, and US liquidity 
looks as if it could be tight- 
ening. Since Latin America's 
markets are more driven by 
US liquidity than those in 
Asia, is it really time to go 
further overweight? On tap 
of that, didn't August show 
tha t Latin mar kets are not 
immune to events in Asia? 
Isn't there a big temptation 
for fund managers to sell 
Latin American shares now 
to lock In profits? 

Robert Pelosky and Her- 
nando Cortina, analysts at 
Morgan Stanley Dean Witter, 
say that general emerging 
market funds could well 
have been behind the Latin 
American selling in August 

“The idea is that portfolio 
managers unable or unwill- 
ing to sell their Asian stocks 
down significantly would 
choose to sell tbeir Latin 
holdings in order to meet 
their cash needs," they say. 
This would explain why the 
most liquid big company 
shares fell more from their 
peaks (19 per cent) than 
Latin America as a whole 
(down ll per cent). 

Genera] emerging market 
funds at the end of June 
held $12L9bn of Latin shares. 
46 per cent of that held by 
all funds, while dedicated 
regional and country funds 
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held 34 per cent and interna- 
tional funds 19 per cent In 
Asia, general funds held a 
simila r amount, of $12,8bn, 

but' represented only 21 per 
cent of holdings, with 
regional and country funds 
holding 69 per cent. 

The two analysts argue 
that this is a buying oppor- 
tunity, and recommend con- 
tinuing to be overweight In 
Mexico (32 per cent of the 
Latin portfolio ; and Brazil 
(45 per cent). 

But isn't Brazil, with its 
twin current account and fis- 
cal deficits and its overval- 
ued currency, a risky place 
to be? Yes, says Tim Love, 
Latin American strategist 
with ING Barings in London, 
"but it could be a riskier 
place not to be". 

He agrees there is a dan- 
ger of fund managers taking 
profits in Latin America dur- 
ing the coming mon ths , and 
of Asia's currency troubles 
being transmitted to Latin 
America. There are also 
political and currency risks 
in Brazil, ahead of the Octo- 
ber 1998 elections. 

But. Asia is still expensive 
relative to Latin America in 
nearly all sectors of the mar- 
ket. Corporate earnings 
growth looks very good, par- 
ticularly in Mexico and Bra- 
zil, where it is being driven 
by efficiency gains from pri- 
vatisation and where Mr 
Love estimates earnings 
growth at 34 per cent this 
year and 22 per cent next 
However, among privatisa- 
tion stocks - excluding the 
big mining company CVRD, 
Telebras.and Eletrobras - it 
could be -123 per cent this 
year and 32 per cent next 


Moreover, the average 
debt-equity ratio of Brazilian 
companies at 14.6 per cent is 
very low by US, Asian or 
even other Latin American 
standards. The average for 
Thailand is 129 per cent and 
for the US Is 117 per cent. 

Latin America’s average is 
35 per cent - with Ugh local 
borrowing costs, sporadic 


access to local capital mar- 
kets and fears of a return of 
Inflation keeping gearing 
low. This would give protec- 
tion in the event of a sharp 
currency falL 

Moreover, Mr Love argues 
that a big Brazilian devalua- 
tion before October 1993 is 
not likely. The combination 
of large privatisation reve- 
nues (which Mr Love esti- 
mates could total $68.5bn 
over the next three years 
and S16bn in the next year 
alone), foreign exchange 
reserves of more than $80 bn. 

and the strong stake the gov- 
ernment has in maintaining 

the current exchange rate 
system all suggest it will 
hold at least for some 
months more. 

For now at least, most of 
the hedge funds that have 
been big sellers of Asian 
currencies appear to take 
the same view. If they 
change their mind though, 
watch out. 
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THE BNP GROUP IN THE 1st HALF OF 1997 
Greatly Improved Results 


Ac its meeting on 10 September 1997. the Board of Directors 
of Banque Nationals de Paris, led by its chairman Michel 
P^bereau, examined the results of the first half of 1997. 

■ Net Income Attributable to the Group up 75 % 
to FRF 3,044 Million 

Net income attributable to 
the Group amounted to 
FRF 3,044 million, up 
75.4% from the year-earlier 
period, thanks to positive 
developments in ail income 
statement items of both 
\ core businesses, thanks in 
part to the very favorable 
situation in certain markets. 


I Noticeable Increase in Revenues 

Net banking income continued to increase (up 11.8%, or 
10.0% at constant exchange rates) for both the Domestic 
Banking and International Banking and Finance divisions. 

At the Domestic Banking division (up 0.6%), the restrictive 
effects of the continued sluggish demand for credit and the 
inappropriate level of cencrally regulated interest rates were 
oftsec by a targeted lending policy, good funding performance 
(particularly in the areas of life/cndowmcnt insurance and 
demand deposits), and growing commission income. 

The International Banking and Finance division benefited 
from a generally promising economic climate in ics worldwide 
network (The Americas. Asia, Europe) and, in France, in 
particular, from an exceptionally favorable stock marker 
environment. Consequently, earnings rose 21.6% at constant 
exchange rates, and rhanks to the strengthening of certain 
currencies, the increase in nominal terms was 27.1% for the 
half-year. 

Consolidated net banking income also reflected Peru's payment 
of interest arrears on its sovereign debt (FRF 744 million). 

I Control Over Costs and Risks - Net Operating 
Income Up 66-7% 

The 4.7% increase in operating expense and depreciation 
compared with the first half of 1996, which was practically 
unchanged from that of the year earlier, reflects the 
combination of two opposing trends: a 0.5% decrease at the 
Domestic Banking division and a 15.5% increase at the 
International Banking and Finance division. The increase in 

operating expense and depreciation at the International 
Banking and Finance division may be broken down almost 
evenly into the impact of exchange race fluctuations and 
inflation ar the local level, on the one hand, and the 
investment and expansion effort in the worldwide lines of 
business, on the other hand. 

Under these conditions, consolidated gross operating income 
rose 31.4% (or 28.5% at constant exchange races), reflecting 
increases of 5.3% at the Domestic Banking division and 48.8% 
at the International Banking and Finance division (42,1% ar 
constant exchange races). 


The decrease in net additions to allowances was 6.8%. A net 
addition of FRF 345 million was made to cover country risks, 
reflecting both che provision in relation to the accumitetion of 
the Peruvian debt and the write-back of provisions following 
debt sales in the markets. The addition to the allowance for 
specific risks continued to decrease thanks to an Improvement 
-in the situation of corpora ce borrowers and to die systematically 
rigorous effort applied in lending and risk monitoring 
procedures. In this respect, the net addition was down 20.8% 
(to FRF 1,947 million from FRF 2,459 million) and provision 
coverage of specific doubtful loans was held at 63 % of 
exposure. 

Net operating income was up sharply for both core businesses. 
At the consolidated level, it amounted to FRF 4,433 million 
(up 66-7%, or 60.1% at constant exchange races). At the 
Domestic Banking division, rhe increase in gross operating 
income was greatly amplified at the level of net operating 
income, as control over risks enabled BNP to decrease its 
additions to allowances. The increase in net operating income 
at the International Banking and Finance division reflects 
revenue growth that is nearly twice as fast as che increase in 
operating expense and depreciation, for the division in general 
and for capital market business in particular. 

At the level of net income, capital gains realized on active 
management of equity investments in financial and industrial 
corporations, and the higher contribution of earnings of 
companies carried under the equity method, offset the sharp 
increase in die income rax charge arising from the new tax 
measures planned as well as from the recognition under 
nonrecurring' nonoperating items of sizable provisions for 
employee benefits. 

4* 

In his discussion of these results, Michel Pebereau remarked 
that the strategy BNP announced to its stockholders at the rime 
of privatization and the process of profound change undertaken 
by all Group unics is bearing fruit. He also stressed that the first- 
half results benefited from a combination of favorable factors: a 
promising stock market climate, positive developments in 
sovereign debt management, and a strengthening of the dollar. 
In light of chese conditions, second-half results should not be 
expected to duplicate the performance of the first half. 
Nonetheless, barring circumstances to the contrary, results for 
the full year 1997 should show a new, substantial increase in 
net income. 


Raub 

(Million, ot French fames) 

Net banking income 

Operating expense md depreciation 

Gium updating income 
Net addition to allowances 
Net operating income 

lucerne axes 

Comolidatcd net income 

Net memne anribuiabk to Croup 

At 

Tier 1 and 2 capital ratio 
Tier I upadroao 

Avenge number of dura outsanging 


1 st Half 

1st Hah’ 

% 

1 M 7 

19% 

Hmipp 

21.490 

19^23 

116 

( 14 , 765 ) 

( 14 , 104 ) 

4.7 

6.725 

5.119 

314 

122 ^ 2 ) 

(Z. 4 S 9 ) 

(Ml 

4,433 

2^60 

66.7 

1 1 . 903 ) 

( 868 ) 

N/M 

J.172 

1.844 

72j0 

3.044 

UJ5 

75.4 


30 June 1997 30 June 1996 
95% 9.1% 

5.6% 5,4% 

205,092354 I92.H4.07S 



Financial information: (33*1) 40 14 93 00/ (33*1) 40 14 2434 


Reschedulings .... 

seal fate of '■■&**% .. isi 

Brady bonds 

“ ' *. *• .re- 


UK 

Germany 

Franc* 


— «■* 5 

Spain * 

ww US * 


He disappearance of about 
6 per cent of all Latin Ameri- 
can Brady bonds was 
announced last week, per- 
haps sealing the fate of the 
Brady market as the prime 
vehicle for trading Latin 
American debt 

After Venezuela 
announced it would retire 
$4.4bn of Brady bonds in 
exchange for $4bn of new 
global 30-year bonds, Argen- 
tina followed on Friday with 
an announcement that it 
would retire just over $3bn 
of its Brady bonds. More 
than $500m of Panamanian 
Brady bonds will go the 
same way this week. 

Some $255bn of Argen tin e 
Bradys were exchanged for 
$1.75bn of new 30-year 
bonds, priced to yield 9.758 
per cent, while cash tram an 
offering of $500m of new 
bonds is being used to 
finance a previous Brady 
bond repurchase. 

As in the Venezuelan 
exchange, where 61 per cent 
of outstanding “par'’ bonds 
were retired, Argentina 
chose to retire mostly par 
bonds - Si. 77 bn in the . 


exchange, just over 12 per 
cent of those outstanding. 
Altogether the exchange 
reduced by $754m the face 
value of Argentina’s debt 
and saved it S242m in net 
present value terms. 

The government pro- 
claimed itself pleased with 
the result, though it was 
made to seem less spectacu- 
lar by the extraordinary 
response to the Venezuelan 
exchange. 

The main difference 
seemed to be the scarcity 
value of Venezuela’s debt - 
US investors had not seen a 
Securities and Exchange reg- 
istered offering from Caracas 
since the 1980s debt crisis. 
Syndicate managers at 
J.P. Morgan, which managed 
the Argentine issue, said 
existing long-term bench- 
marks also meant Argentina 
was more sensitive to price 
than Venezuela. 

According to J-P Morgan, 
47 per cart of those exchang- 
ing bonds were from the US, 
24 per cent from Latin Amer- 
ica, 19 per cent from Asia 
(mostly Hong Kong and 
Korea) and 10 per cent from 
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Europe. According to Tony 
Best, European head of 
proAr gin g markets: “It mir- 
rors where Brady bonds are 
held and explains why New 
York is the centre of the 
market" 

The price of the Argentine 
globals sunk on Friday, as 
did Venezuela’s in more dra- 
matic fashion. Meanwhile, 
Venezuelan Bradys rose in 
price. Dealers were caught 


off-guard by the size of the 
Venezuelan deal. Many sold 
Bradys short to buy the 
global but because so many 
were taken out of the mar- 
ket, they had to scramble to 
cover short positions. Even 
the global bond market can- 
not absorb $7bn of emerging 
market paper without some 
indigestion. 

Stephen Fidler 


Emu 6 will intensify competition’ 


Competition In Europe’s 
bond markets is expected to 
incrfrasfl after economic and 
monetary union, but borrow- 
ers also see the establish- 
ment of a single currency as 
an opportunity to increase 
the volume and geographic 
diversity of their debt issues, 
according to a recent study. 

The survey of 113 Euro- 
pean borrowers shows that 
although 80 per cent believe 
Emu will start on time in 
January 1999, 37 per cent 
admit they are not ready for 
the move to the single cur- 
rency and 83 per cent have 


not yet taken steps to reden- 
ominate their debt in euros. 

“A majority of issuers are 
observing the initiatives and 
signals sent to the markets 
by a few leading borrowers 
[such as sovereign states and 
supranationals!" says Rich- 
ard Tuffier, head of bond 
origination and syndication 
at CPR Finance, the French 
investment bank which com- 
missioned the survey. 

A single currency environ- 
ment is also expected to 
increase competition 
between banks seeking to 
underwrite debt issues. 
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BANQUE NATIONALE DE PARIS 


The Korea Asia Fund Limited ! 

OncopnM hi tfw Coymm Wands M an oranped cocroansr 

■tfi flrrtwJ MMy, mfattK&nartxraSBmQ { 

Notice to the boktors of 

International Depositary Receipts (“IDRs") 

issued by 

Chase Manhattan Bank Luxembourg SJL 

in respect of riiares c# U.S. *0.01 In 

The Korea Asia Fund Limited 

TOs Notice fc (#ven pureuerrt to CondWons 6 and 10(A) oftha Condmona 
endorsod on the IDRs issued pursuant to the Depcstt Agraemwit dKBd 
lOttiApcfl, 1991 bstween The Korea Asia Find Umlled (the "Company) 
and Chare ManhaCan Bartc Luxembourg S_A_ (the ■Depositary"), as 
amended by supplemental a^eements dated 20h July. 1994 and 4th 
June. 1 996 and made between the Company and the DepoeHanr- 

Thte Notice constitutes formal notice to holders of IDHs treued by the 
DeposJtwy In respect ot shams of UA «LD1 h lha Company rsb8retf7 
that ihe proposals tor a capttaOredon Issue at which notice was given to 
holders at IDRs in the Bnendal Times on 28th July t997 were approved 
by shareholders of the Company at the eaaraoRflnary general meedng 
of the Company held on 15th August, 1997. The Depositary has now 
received the certificate representing Its entitlement under the 
capitafeatan fesue of fcarww shares for every one prevwustyhda 
Accordngly, hotdera atlDR* are emitted to tour new IDRs for every one 
held by tm In order to effect the rSstribuBon of this enttttsment, ft is 
Intended that an extsdng tubings or IDRs be consoJIdaed into new 
lORs which w3 represent each holdert total new ertWetiBit to indude 
the capBalfeation issue. In there terms holders should surrender al 
their existing oatGeatss togamer writ ai outrisndng coupons to the 
Depo^taiy at the Uowlna address; 

Chase Manhattan Bank Lu xem bourg SA. 

5 Rue PlreSs, L-2338 Luxembourg-Grund 
BP 240 L-2021 Luxembourg 
AttenPcn: VeronJque Crtdd 

Such e x ch an ge should only be edected an or after 1st October, 1997, 
when the new IDF? certificates are expected to be ratable- On this 
basis unto exchanged lor new cettiflcaiBs, existing cartBcates wffl only 
be vald lor the purpose of exchanges far tee new IDRs and hr ctalmtog 
cash entOemsTts under the manyemerA e xp i dned betow. 

Any shares held by the Depositary In respect ot which new IDRs are not 
dsMbuted pursuant to the above anangemante before 31st December. 
1998 wfl be 80M by the Depositaqr (by pUSc or private sale, at such time 
or times as it shaS tHnk a and otherwise at Bs discretion) and the net 

pioceata ot sate shau be tfisatiured u the n3R holcrire M8ed tbarato 
as a cash dstrbution pursuant to OoncSdon 5 endorsed on the IDRs. 

By: Chase llnhattan Baric Luxembourg SJL 
asDeporitoy 

Blh September, 1997 


“Competition among 
hanks will be tough and will 
no doubt lead to the emer- 
gence of a new type of finan- 
cial institution: the ‘euro- 
specialisf ," CPR says. 

These new h anking play- 
ers. specialised in euro- 
denominated bonds, are 
expected to take up to a 
third of bond underwriting 
business, alongside global 
players and niche specialists. 

Banks' marketmaking and 
underwriting capabilities, 
and their knowledge of mar- 
ket flows, are expected to 
become increasingly impor- 


tant factors in the choice oT 
lead managers for euro- 
denominated bond issues. 

Only 31 per cent of borrow- 
ers think historical relation- 
ships with banks will remain 
important, while a small 
minority of 9 per cent say 
good research and communi- 
cation capacities will be 
determining criteria. 

However. Mr Tuffier says 
this perception might 
rhang e as investors turn to 
research to evaluate the 
quality of euro debt issuers. 

Bertrand Benoit 
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THE BATAVIA FUND LIMITED 

NOTICE OF ANNUAL GENERAL MEETING 

International Depositary Receipts 
issued by 

Morgan Guaranty Trust Company of New York 

NOTICE is hereby given thai the Anrmal General Meenng of the Members 
of the Company win be held al the offices of Darier. Henoch (Asia) 

House ' 1 Cranwugfal Fbce. Central Hong Kc*w on 
Mooday.blta October 1997. 

AGENDA 

1* J? reccive “*1 ad °f n Accounts, rogaher viih the Reports of *e 

Directors and Auditor*. Bor the year ended 3 1 n March 1997. 

2. To elect Mr. Piene E H. Duier as Director. 

3. To re-appoint Arthur Anderacn ft Ca as Audilors of ihe Company. 

4. T o aulbor ise she PirecuHr; lo determine the rctnareradon of Ibe 
Audnon. 

5. Any ocher business. 

By order of the Board 

Swiss Pacific Corporate Secreraries Limned 
Secretary 


IDR-HoMctj who wi* to vote must follow the procedure.- 

fDR-HnHrr , “^ raain 8 *em to block the IDRs in the 

toRIWdnsaoroanrnn,,, concta** of the meeting red specify tee 
m*rnw » whir* tee rotes aaribunble to tbe 

Depcatarr. Morgan Ct^tyTy^ Com pan v New York 

35 Avenue dee Airs, 1B46 Bfiuseb, Betgjaiti* 

JP Morgan 
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401225 

45*520 

400103 

04 

409705 

0* 

45.7728 

0* 

- 

Tertian 

frS) 

584120 

55*730 

506082 

-09 

59*698 

-5* 

60.1 

-21 

■ 

Thrttand 

(Bt) 


0*895 -0*003 
1*820 +0*000 
12833 +0.002 
7.7835 +0*035 


995 - 895 0*995 

910 - 920 1*923 

930 - 936 12840 

BIO - 860 7.787D 


0*995 

1.0919 

12910 12901 

7.7780 7*92 


2.7 12844 22 12639 ZI 842 

-16.7 6 103 -16-4 9*135 -15* 

- 1062 


i ednp rata* primed ht Ms table on rieo entree cn aw Unw ta tMfMwmtFTxm 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 


^cphinFr: 


i petition 


Sap 12 

BFr 

DKr 

FFr 

DM 

£ 

Balgkan 

(BFr) 

100 

1844 

1629 

4*44 

1.811 

Denmark 

(DKr) - 

5423 

10 

8*35 

2*27 

0*82 

France 

(Rft). 

6128 

11*2 

10 

2*73 

1.112 

Germany 

(DM) 

20.65 

3*07 

3263 

1 

0*74 

Ireland 

(K? 

5523 

1018 

8.997 

2*75 

1 

Italy 

W 

2.112 

0*89 

0*44 

0.102 

0038 

NetherfandB (Ffl 

1823 

3*80 

2*86 

0*88 

0*32 

Norway 

(NKr) 

5a 16 

9250 

8.172 

2430 

0*08 

Portugal 

(Ea). 

2032 

3.748 

3*10 

0984 

0*68 

Spain 

(Pta) 

2448 

4*14 

3*68 

1.186 

0443 

Sweeten 

(SKr) 

47.71 

8L798 

7.772 

2*11 

0*64 

Switzerland (SFr) 

24*5 

4*00 

4.064 

1208 

045 2 

UK 

n 

5078 

10*4 

9*75 

2*47 

1.064 

Canada 

(CS) 

2623 

4*36 

4272 

1270 

0475 

USA 

CS) 

36*4 

6.738 

5*53 

1.770 

0*62 

Japan 


3024 

5*77 

4.927 

1485 

0548 

Ecu 

- 

4048 

7465 

6*95 

1*61 

0733 


■a rax taecoy quoted to #» iretei 
tadex raMMd VMB. BH Olhr ad 
ire •* nnw by tht FT. 


NKr Es Pta SKr SfV 


Auslrata {AS} 12880 -0*032 850 - 870 1287B 

Hong Kong (HKS) 7.7460 +0.0005 455 • 465 7.7470 

kdi (Rs) 304950 -0*4 860 - 050 36*450 

bmal (Shk) 34944 -0*099 901 - 987 3*022 

JfXJtn (V) 120215 +1*45 770 - 860 121.560 

Mdayda [MS) 2*500 +0*13 480 - 520 2*700 

NowZhM (NZS) 1*752 -0*045 743 - 760 1*785 

PMfejprtas (Peso) 322000 -023 500 - 500 322000 

Sard Arabia (SB) 3.7507 +0*002 502 - 512 3.7512 

Singapore (SS) 1*140 +0*03 135 - 145 1*165 

South Africa IB) 4*865 -0*115 850 - 880 4.6985 

South Koras (Wottf 909*00 - 000 - 000 911200 

Tertian (TS) 28*130 +0*005 830 - 830 28*650 

Thrttand {Bt) 362250 +0.75 500 • 000 36*500 

t SDR raw per S tor Sep ii. BdtoMer e pra a de to the Dollar Spot tab 
mated a> toe mertW bum fenpM by cuien tnwraet ram. UK, fee 
11: Beee enrage 1900=100 

The exchange rate* pteied in IM* arte are rteo awetebie on the men* 


1*850 

1*854 

0* 

1*836 

07 

1*752 

0* 

92* 

7.7453 

7.7466 

-ai 

7.7474 

-ai 

7.7487 

o* 

- 

36.4800 

36*326 

-4* 

38*175 

-4* 

38.13 

-4* 

■ 

34881 

. 

- 

- 

- 

- 

- 

- 

119*40 

120* 

5.1 

119* 

5* 

115 

4* 130.1 

2*400 

2*545 

-1* 

MBS 

-1* 

2*935 

-1* 

- 

1*740 

32*000 

1*76 

-a* 

1*784 

-a* 

1*885 

-08 

■ 

3.7502 

3.7514 

-02 

3.7524 

-02 

3.7571 

-02 

- 

1*110 

1*123 

14 

1*085 

1* 

1489 

12 

- 

4.6840 

4.727 

-1Q4 

4*065 

-10* 

5.109 

-9* 

■ 

906400 

- 

- 

- 

- 

- 

- 

- 

28*820 

28*24 

-05 

28.833 

-0* 

287255 

-04 

- 

34.7920 

36*7 

-14.7 

37375 

-12.7 

38*05 

-6* 

- 


September 12 

Over 

Ona 

Hire 

Sb 

Ona 

rtgtt 

month 

mtha 

mtha 

Vte 

Mgkan 

3* 

39 

3* 

as 

39 

week ago 

3* 

3S 

33 

35 

3ft 

France 

3£ 

3ft 

s a 

33 

3ft 

week ago 

34 

3ft 

33 

39 

3fl 

Germany 

3tt 

3ft 

3ft 

39 

34 

week ago 

3* 

3ft 

3ft 

3 a 

94 

Maud 

SVk 

64 

&4 

H 

5B 

weak ago 

6% 

64 

Bft 

64 

Bft 

itefy 

83 

6ft 

65 

BB 

64 

week ape 

6% 

6ft 

6ft 

6ft 

64 

Naflwttoida 

3W 

34 

3ft 

3ft 

% 

weak ago 

H 

34 

3« 

3ft 

SB 

Mated 

a 

1ft 

1ft 

1ft 

18 

weak ago 

ift 

1ft 

1- 

1ft 

IS 

US 

58 

5ft 

5fl 

58 

6 i 

weak ago 

53 

5ft 

5ft 

5ft 

6 


4 

ft 

a 

4 

ft 

week ago 

a 

•ft 

ft 

ft 

3 

■ S UBOR FT London 





btetaMk Fhdag 

- 

SH 

59 

5ft 


weak ago 

- 

5B 

5B 

53 

64 

US Dote COS 

_ 

544 

548 

557 

5.77 

week ago 

- 

544 

540 

5*7 

5.75 

ECU Linked Da 

- 

44 

4 ft 

43 

43 

week ago 

- 

44 

4ft 

43 

44 

SDR Linked De 

— 

34 

3ft 

3M 

3# 

week ago 

- 

3ft 

3ft 

32 

3ft 


Lomb. 

Oft. 

Repo 

'I 

Inter. 

rate 

rate 


6*0 

250 

_ 

i 

•l 

6*0 

2*0 

- 


3.10 

- 

4.75 

■ i 

3.10 

- 

4.76 

i 

450 

250 

3*0 


4*0 

2*0 

3*0 

.• ; 

- 

- 

6.75 


_ 

- 

075 


7J5 

625 

6*2 


7.76 

a as 

8.79 


- 

2*0 

3*0 

■ < 

- 

250 

3*0 


- 

1*0 

- 


— 

1M 

- 


- 

5*0 

- 


- 

5*0 

- 


- 

0*0 

- 


- 

050 

- 



i show only toe ton three tto ct md place*. ro nwfl raws are not directly 
nd & ECU m quoted in US curency. J.P, Morgan ramtod todcee Sep 


S UBOR Wwtsan* tbtog me ere oflered ratee lor SlDm Quoted to toe market ay tour 
i te ran c e banka el 11am each wxldng day. Die bentos are: Barton That. Bank of Tokyo 
MtoubkN. Berate* and Nattond Wee antoe to r. 

Ml net are aflewn lor the domasde Money Ham, USS CD* ECU 4 SDR Unkad Dapoata (Det- 

EURO CURRENCY INTEREST RATES 

Sep 12 Short 7 days One Three Six One 


term notice month months months year 


latMpa/wwmfT* 


DanW> Kroner. French Roe, Nonvagtan Krarer. ml SmcMi Itarex per 10- Belgian Franc. Yen, I 
■ P-mUlK HUUBK8 (IMM) DM 125,000 par DM 


, in and hn — par too. 




Open 

sot prim 

Change 

High 

Lore 

Estvof 

Opart tat 

_ 

Sap 

0*619 

0*650 

+00036 

0*656 

05589 

12200 

60*25 

1 ’ ' 

Dec 

0*651 

05684 

+0*038 

0*690 

0*623 

51.732 

50*56 


Mar 

05886 

0*718 

+0*036 

05720 

0*659 

189 

1*46 


■ Mires BMC FUTURES (BAM) SFr 125,000 per SFir 

Sep 0.6787 0-6842 +0.0058 02843 02788 4,567 23.450 

Dec 02856 02915 +0.0058 02917 0.6839 17.437 33*88 

Mar 0.6825 0.69 BS +0*058 0.6990 02917 12 1.157 

■ JAPANESE YIM nmmss (IMM) Yen 12*m per Yen 100 


■ PMOAMLPMA S(E £AB OPTIONS £31250 (cents per poind) 



Sep 12 

Sep 5 

Strike 

— — — 

- CALLS - 



— 

- PUTS - 



B*fc on after 

£200n 

£200ra 

Price 

Sap 

Oct 

Nov 

Sap 

Oct 

NOV 

Total of appfcaBara 

£1222tn 

21128m 

1*80 

2.58 

- 

- 

. 

071 

1.63 

Total aaocasc 

E20DR 

2200m 

1*85 

1*3 

2*1 

328 

. 

1*3 

2*2 

Un. acceotad bte 

298285 

298280 

1*90 

0.71 

1.95 

2.73 

007 

1.42 

2*1 

Atetment at rata. M 

94% 

67% 


Piteous day* wL Cato 1 *D0 Pub 258 . Rev. de/m open w, Cafe 38*22 Puts aa*» 

N PHNADKLPMA SC MUflK/$ OPTIONS DM62.500 {5 per DM) 


Sc-rrsate ■ 



Open 

Settprica 

Change 

HH*l 

low 

EsLvof 

Open kit 

Sep 

08336 

08271 

-00093. 

0*335 

0*220 

7*96 

53*13 

Doe 

0*472 

08378 

-00004 

0*475 

0*325 

23*59 

64*21 

Mar 

0.8480 

08491 

-00098 

0*485 

0*450 

47 

765 

■ «naUNB nmms OMM) 282*00 per £ 




Sap 

1*020 

1.6058 

+00048 

1*104 

1*976 

4*50- 

27,734 

Dec 

1*854 

1*998 

+00048 

1.8040 

1*690 

12*39 

27.853 

Mar 

1*970 

1*944 

+00046 

1*990 

1*890 

27 

222 


Strike 

Price 

Sep 

- CALLS - 
Oct 

Nov 

Sop 

— pure - 
Oct 

Nov 

0*45 

1*1 

2.14 

. 

- 

013 

031 

nwa 

1.42 

1*9 

2.06 

- 

0*0 

042 

0*55 

092 

1*5 

- 

- 

0*2 

057 


Prevtoul dey-s ial_ Cafe 9*00 Putt 977 . Prev. day's open ta, Cafe 23A46PUS 23.186 

TRADITIONAL OPTIONS 

FkatDeeflnga Sept 8 Eq*y Da 


UK INTEREST RATES 


LONDON MONEY RATES 

Sep 12 Over- 7 days Ona Three Six One 

night notice month months months year 

Interbank Stating 7 & ■ 6% 7,', - 6)1 7% - 7 74 - 74 7,1 - 74 7* - 7,’, 
Starting CGs - 7% - 7,‘. 74 - 7% 7& - 7 & 7 t \ - 7% 

Treasury BUS - - 6» - 8.T 7 - 6% 

Bar* B»s - - 6il - « HJ - « 7* - 74 

Locd authority daps. 6% - 6% 7-6% 7* - 74 7% - 7% 7ji - 7% 7% - 74 

Discount Merioet dope 7 - 6% 5% - 64t 

UK clearing tank base tenting rata 7 per cant from Aug 7. 1997 

Up B) 1 1-3 3-6 5* 6-12 

month month months months months 

Certs at Tax dap. (C100200) 2h 5*2 5 5 Ah 

Carts M Tex dap. wider ei 00*00 % 2 *2 pc. Dapowa vrthO m m tor cadi 1 Vpc. 

Ave. tender raw o I decouit on Sap 12. 6*77Bpc. ECQO feed ran SttQ. Export Rnence. Make 
up dey Aug 29. 1097. Agreed rata for period Sep 24. 1997 to Oct 26. 1907. Scheme n aappc. 
fl darance rue tor perod Aug 1. 1097 to Aug 29. 1997. Schemes IV & V 7J229pe. Finance 
Hotoe Base Rub 7>2pc from Sep 1. 1997 

BANK OF ENGLAND TREASURY BILL TENDER 

Sap 12 Sep 5 Sep 12 Sep 5 

6b on oiler E200m £200m Top ■'+*{*■1 tale 6*7B8% 6*969* 

Total of appfc a tkxia n222m E1123ra Ave. rata of dsennt 68776* 6*806* 

Tow mem E200n £2D0ra Amga yteW 6*976* 7*007* 

Ifti rrrpvi dd E98285 try Mn QBtr at next tender wnrim E2oom 

AMtmait at b*l lavd 94* 67* Un. accept t*J 28 days £99.465 


FT QUS7E to WORLD CUBRSKtES 
The FT ftntrto to World Currencies 
table can be frxmd on the Markets 
page tn today’s edtloa 


Belgian Franc 
Danish Krona 
German Mark 
Dutch GiSder 
French Franc 
Portuguese Esc. 
SpanWi Peseta 
Stating 
Swte Franc 
Canadtan Dote 
US DoUar 
tteftan Ura 
Japanese Yen 

Asian SSbig 

Short torm mao i 


3^2-34 
3E-S32 
Sls-Si 
3V -34 
34-34 
SS-5U 
SA’SA 
7 A-ea 
iVS 
3%-34 
5h-5% 

74 - 64 
h-% 
4% - 4% 
■e cal tor to 


3U-3% 
34 - 3% 
3A-3i 
34-34 
34-3% 
Sh-SiJ 
54-54 
74-8B 
li-1 
3% -3% 
54-s.l 

6^ - e» 

4%-4 
> US Ddbr 


3%-3U 

33- 34 

34- 3A 

33- 34 

34- 3* 

53- 5% 

54- 54 
7% -74 
14-14 
33-33 
5% - 5% 

6H-® 

4 - 4 

•A -44 
and Yen, od 


3% -33 3li- 
SH -3fi 3»- 
3% -3% 3% - 
34 - 33 33- 
3% -3* 33- 
53-5% 54- 
5%-5i 54- 
7* -74 73- 
13-1* 1B- 
3% -3% 3%- 
53-53 53- 

8^-6% m- 

3 - h 3 - 

4% -4% 44 - 


33 3ft-3% 
Sfi 44 - 3iJ 

3% 3ft -34 
33 «-3B 
3% 3ft -«5 
5% 54-54 
54 54 - 54 
7* 7% -74 

14 1% - 1% 
3% 44-44 
5% 8-5% 

6% 6% - 6* 

a 11-3 

44 44-+A 


OMM) Sim points of 100% 



Open 

Sett price 

Change 

High 

Low 

EsL voi Open int 

Sep 

04*7 

94*8 

+1*2 

94*8 

94*7 

37*95 

418.470 

Dec 

94.07 

94.11 

-0*8 

94.12 

94*6 

78.396 

555.993 

Mar 

93.95 

94*3 

-0*8 

94.04 

93*5 

90*85 

378,883 

■ US TREASURY MLL FUTURES (IMM) Sim per 100% 



Sep 

_ 

95*3 

- 

_ 

_ 

1*57 

631 

Dec 

94*5 

94*8 

+0*4 

94.91 

94*5 

545 

4*82 

Mar 

94*3 

04*8 

+0*8 

94*8 

94.83 

163 

1*82 


I open Interest fig*, ere tor pmnus dey 


BASE LENDING RATES 


Sep 12 

•"Close — 

-Pie*, dote — 

2k» 

10075 

1.6000 

1 Rtt 

1*056 

1-5961 

3trt0 

1.6016 

1*941 

iyr 

1*870 

1*793 


Las Deefngc 


Sept 19 Settlement 


Adam & Company 7.00 
AAedktahBs*(GB) 7*0 
•Henry Anabecher 7*0 
Bank of Barada 7*0 
Banco BSiao Vtacm* 7*0 
Bank ol Cyprus 7*0 

Barkof beiand 7*0 

Bankof todB 6.75 

Bank of Scotland 7*0 

BatdeysBark 7*0 
Brit Bk of Mid East 7*0 
•Bnvmaiptay8CDLJd 7*0 
OttertiNA 7*0 

Clydesdale Bank 7*0 
Tha Cooperative Berk7*0 
Courts B Co 7*0 

Cyprus Fkxtular Bark 7*0 


Duican Lewie 7*0 
Exeter Bank Larded 8*0 
Finandel & Gan Bank 8*0 
•Rebert Fleming a Co 7.00 
•Gubviere Mahon 7.00 
Habb Bar* AGZtlWi 7.00 
•HantaoE Bank 87*0 
Hartabis 8 Gan few Bk.7*0 
C. Hcere&Co 7*0 
Hongkong & Stontfal 7*0 
frwBBBc Bartc (UK) LU7J30 
Jitei Hodge Bark 7*0 
•UopdkfJosaih&Sore 7*0 
UoydiBank 7*0 

MteidBank 7*0 
NaWestminBiBr 7*0 
•RaaEksdns 7.00 
Royal Bk of Scotland 7*0 


Scottiah Wkkws Bartc 7*0 
•Singers FraxtexJar 7*0 
•Sirtto & Wtesi Saca7*0 
Sun BartckX] Cap Ltd 7*0 
TSB 7*0 

Unliid Bartc of Kuwait 7*0 
U*y Treat Bartc Pto 7*0 

WMaaeop Lsktew 7£B 

Yorkshire Bank 7*0 

• Mecrben of London 
Investment Banking 
AssocbSon 
* to a Omto totra rion 




Cate Apptoyard, Anted Hoto, Achiey U, Cortaea, Drtgoty, Hantoona A 
Crus, Mamet, P hoto Mo , Shanks A Mote ren. Simon Big, Spring Ram, 
S tan ford Bobig Tnakar Ree. Cefla and ftrta: PgMngtorv 


OTHER STATISTICS 


STOCK INDICES 

- t9B7 - • Since -“T 

Sep 13 Sap 11 Sep 10 Sap 9 Sap 3 tflQh Low rtpb Low 

FI5E100 48482 4854* 49852 4B9L5 49652 8QBBJ 40508 SHU 9189 F=TSE Red^ag 

FISE2S0 46302 48332 4664.7 4677* 4688.1 41292 43882 47294 13794 FTSE Eurakack IDO 

nSEZ50exfT 46442 46464 4675* 46884 48982 47722 43887 4771* 13783 FTSE BnkBCk 200 

FT5E 350 2342* £348* 2388.1 23862 24013 34380 20172 3*380 884* FT 30 

FTCESnaKto 2Z71.1B 227328 2281.17 2Z78S 227828 2X7420217829237420136179 FT Govt SecariSaa 

FTSE SmaGCap sx IT 225229 2254442257*1 22S32B 3527222822821 3 9 0? TWI N 1363JB FT Fbfid tteari 

FTBE Ml-Sore 2292*1 2294.722316*1 2333.11 234818 217BJB1989L78 2378*9 61*2 FISH Goto tea 


-1997 - Store < 

Sap 12 Sap 11 Sap 15 Sap 9 Sap 8 Hgh Low H» 

1261*6 1281*4 1285*0 T2B5.74 1263*7 1348*2 122348 134852 
S42*3 254588 2801.16 2818*7 2617*0 Z79480 1893*0 Z794O0 
253742 2545*8 259878 261463 2822*6 278837 1 947.11 Z7K37 
31338 31380 31430 3168* 3182* 3Z2B5 2762* 322U 
97 JO 9741 97*4 97*4 9746 97*1 9331 12749 
128*6 125*9 125*9 128*8 125*2 12UI 113*5 133*7 
134846 1340*41367*0 137SJ3 1371*8 207491 1270.14 9MJ1 


RIGHTS OFFERS 


— ~ 

Issue 

Amount Latent 


price 

p 

paid 

UP 

Ranun. 

date 

• 

T 

NB 

2710 


1350 

Nl 

2679 


30 

NB 

26/a 


pm pramkmv 



1987 

High Low 

1%pm %pm 
189pm 92I2P 
1*2pn 


Closing - 
price p +or- 


LONDON RECENT ISSUES: EQUITIES 

laaua Amt McL Oo» 

price paid cap 1997 price 

p ip (Emj Ugh Low Stock p +* 


Langdone Foocfe 
Msya UtaCv ULS 
SET 


Issue Amt McL 
price paid cap 
p up (Emj 

§ FJ». 

- FP. SJJ 
§100 FP. 29J 
FP. 


BANK RETURN 

BANKING DEPARTM&TT 


Capital 

Pubfe deposits 

Bankers deposits 

Reserve and other accorarts 


Government securities 
Advance and other accounts 
Premise, equipment and other 
Notes 

Com 

ISSUE DePAHTMBIT 


Wattoeeday looaaae or 
September 10, 1997 decrease for week 

e £ 

14.553.000 

1*68*66.782 +861.736 

2^61^16.867 - -29,000*47 

3^16*96,914 +85,729*66 

7*62*36*63 +67*91.177 ’ 


§ FP. - 415 395 Aitotagaali Uta 

- FP. 874 111% 101 Bristol & W PH 

§100 FP. 29* 145 10^2 CarnmeS Laird 

FP. - 116 114 6MIB 

- FP. 124.1 82% 81 Flaming Aston 

- FP. 5*7 19% 18% FtagAahnWts 

§ FP. 691 65 S2% tGfl Hrtdhga 

§«0 FP. 3232 271 182%GdmHdO 

§125 FP. 543 135 90% lltoacon Pbbhg 

§134 FP. 647 135% 134% 11 S Srtudons 
§160 FP. 17.1 178% 172%-tKiiQfisharLah 
100 FP. 32* 112% 99% Ftotoowna Marin 
§100 FP. 7*1 120% 105% tSSS Group 

- FP. - 38% 30 Severn Trent B 

- FP. 

■ FP. 

FP. 

- FP. 


42% ISfcrtcr WEnart 

77% jstyta HotSngs 


■ FP. 113 85% 77% TStyta Hoangs 84% W1* 44 22 11* 

FP. - 22% 19% Thom B 20% - - 

- FP. 75* 68% 60 VS^en Tech 62-1 - - - - 

1 MMmrttvs ki rea tm su Marks. § Ptadrg grtee. • Mwtuanon. For a he rep ton Mto n of al 
othar syntooto ptoere refer to The London Stare Service note. 


307% 

m% +1% 

137% 

115 

81 

18% 

52% 

266% +1 
92% 

135% 

176% 

108 

110 -% 
37% 

46 

84% 

20 % 

82 -1 


Nat Dfv. Gra P/E 
dv. cov. yid net 


L3* 2.1 3*13* 
22.75 - 3.1 - 


- - - 41* 

ULS 5J 0442* 


- - -45* 

LW2* B* 1414J 


1*4 ZO 2J194 


Wl* 44 2* 11* 


USS100.000.000 
Subordinated Cellared 
Floating Rate Deposttaiy 
Receipts due 2003 issued by 

The Law Debentnn Trot : 
Corporation pic evidencing 
entittematt to payment of 
principal and interest on 
deposits with Banco £ NapoS 
Hong Kong Branch 

The receipts tain bear interest 
at 6.125% per atmwn horn 

15 September J99T to 16 March 
1998. Interest payable on 

16 March 1998 adllamomt to 
| USS3Q.97 per US$1,000, 

i US$309.65 per USSl 0,000 and 
USS3.096J3 per USS1 00.000 
receipt. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


Notes In drettedor 
Neoea In Bankfrifl Oapaftreant 


Other Government seotiMaa 
Other Securities 


UK GILTS PRICES 
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North America (11) 1344.71 -204 24*8 67.01 1*4 68*1 If 

CopyrfeM. Free ntawrelB na l Umted 1997. Al rights iresrved. Rgure to 
numbsr of cemp antoa. teis US Dotere. Bare ItoiisK 1000*0 51/12/92. t h 
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European 
Investment Bank 
m.i *00*00*00*00 
Hosting Rato Notes 
due 2004 

Notice is hereby given that the 
Notes will carry an Interest 
Rate of 6.50859% per annum 
for the period 15.09.1997 to 
15.12.1997. 

•m. 82261 

per m 5.000,000 nominal 
• ITL 822*13 
perm. 50,000,000 nominal 

Luxamboug, September 15. 1997 


This announcement appears as a matter of record only. 


THE SAUDI ARABIA INVESTMENT FUND LIMITED 

(incorporated with limited liability in Guernsey registered number 32645) 


US$ 250,000,000 


PLACING OF 25,000,000 ORDINARY SHARES 
LISTED ON THE LONDON STOCK EXCHANGE 


Manager 

Saadi American Bank 


Sponsor 

Baring Brothers Limited 


Placing Agents 
JCNG Barings 
Saadi American Bank 


INGJtf) BARINGS (D 

August 1997 
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Eiropean 
Investment Bank 

ttaSan Lka 300 Biffion 
Capped Boating Rats 
Notes due 1999 

Notice to the Holders 

Notice is hereby ffven tfiat iha 
Notes wil carry an interest rate 
of 750^9% per annum forihe 
period 15.Q9.1997BD 15.121937. 

• m. 32372 

per fTL 5,000.000 nominal 

• !TL 323,725 

per ITL 50^00,000 nominal 

Uwemtxua September 15^ 1997 


Ewopean 

Investment Bank 

Kafian Lira 350 B&on 
Hoating Rate Notes 
dus December 1999 
Notice to the Hokiois 

Notice is hereby given that the 
Notes w9 cany an interest rate 
of 6558599b perammfortlw 
period 15.09.1997 id 15.121997 

• m. 82.393 
per nL 5,000,000 nonwial 
« m 828,933 
per m_ 50,000000 nominal 

li*oerrbtx>a September 15, 1997 



European Investment Bank 

PTE 30 BiBon Floating Rate Bonds 
due March 2005 (issued on March 15, 1995} 
PTE 30 Biffion Boating Rate Bonds 
due March 2005 (issued on June 15. 1995) 
Notice to the Holders 

Notice is hereby given that the Bonds will cany an Interest 
Rate of 5^875% per annum for the period September 15, 1997 
to December 15. 1997. 

♦ PTE 1.318 per PTE 100,000 nonwial 

* PTE 13,183 per PTE 1,000.000 nominal 

* PTE 131.825 per PTE 10.000.000 nominal 

• PTE 659.127 per PTE 50.000.000 nominal 

Luxemboug. September 15. 1997 


y, 1 '? 1 . r 
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MONDAY SEPTEMBER 15 1997 




Highs- & Lows shown on a 52 week basis 
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-JO 77 3330 I 
— S3 43 : 
+30 4830 3650 ! 
+310930 60 : 

+150 460 225 ' 
+2 443 207 ' 
-3 163 106 ! 
... 26 830 

— HUB 178 ' 
-JO *7160 3730 
-2 -129 00 

„ *3fl 203 

-12 300 176 I 
-15 2U 158 1 
-3016860 74 

-30 1E6 72 I 

-4 838 SJ 
-7 668 322 
-B4VJD ISO 

— 238 136 i 

— 250 150 : 

-3 121 58 1 

15250 B8 I 

+1 148 83 

-630 22B 119 
+1 20010258 I 

— 84 34.70 

-3 170 103 
-1 119 61 : 

-5 286 157 

— 280 155 


ABBA* 105 

AB8B 106 

AGAA US 

114 

**mm 228 

AtfnA 130a 
Anna 1230 

AttaB 

Auflh 314 

AMSM 7130 
CabB 144 
Cusi A 170 

w ... 

ErtCSB 330 
EriIMK. 197 

Erring 13630 

h 3TS sulso 


700 

700 

Mtf 474 


HariaA 20730 
UMi iimi hi 
• looatf^ 255 
NEC A BDJO 
HCCB 8230 
USnB 11330 


-3127506830 
-230 120 60 

+1 110 88 : 
+2 11750 8430 : 
-6 252 156 : 

- 160 90.16 
-130 161 8132 

...28150 132 ' 

- 263 131 ' 

+1 352 223 
-1 948150 

-1 163 82 

-130 188 isa : 
+3 67020739 ; 
— -38UD 160 I 
-30 3751379 I 
+3 210 136 1 
+4 21813730 : 
+1 141 116 : 


+2 284 185 
-.10 4230 3230 
-10 785 360 
-10 56E3HLED 
-1 503 2S4 

-4 435 241 
-630 436240a 
S 164116a 
-1 142 BO 
-230 235 157 


DaMPl 2,450 
DttfTer Ml 
DrinmP 6S5 
DTohfM 540 
Oria nB 640 

Dataan 1390 
DimaS 663 
DamJp HBOtfl 
Darao 2360 
DOtfBHI 433 


B-S 



SerftA 21B30 
SaltfB 21169 
SbcoB 22330 


SxHanA 24430 
170 


S? 0 152 

Tirib 12130 
ITtaB 162 
VMmAf 18630 
AMnB 20130 


♦1 110 7230 

+1 -tan os 
_ 286 136 : 
_ 105 IK 
+2 16* lisa 
-2 187 136 : 
+130 1B0 138 : 
_ 280 131 ; 
~S 24213*99 : 
-ISO 174 87 JC : 

-4173M S3 ; 
-30 208 126 : 
-130 268 149 : 

_ 330 217 ; 
+130 24319030 : 
+1 245 160 : 

237 167 
+1 23630 155 
*1 100 51.42 : 
+160 351 160 1 

-430 36S 248 : 

—JO 10* 6130 
-6 146 8130: 
—5 1*4 9030 
-2 27613 MB : 
+230 197 89 I 

.. 267 128 : 
+40 28 1330 

... 207 145 . 
-2 1B3 12* : 
+30 173 124 
-30 1*2 9230 : 
+130 IBB IDS 
-130 231 132 

-1 232131a 


AmarA 
AskoA 
cum 

0*2 . __ 
EnaoA 4730 
tan .4730 
nuA 36 

164 



IMM 22 
MriUB 2130 
158 



MUM 100 

RliKK 3230 

I ST 


naan 91.20 
Ttamk lun 
UWym 13M 
1MDMX 7180 
»f|6k 135 


+30119.1088.10 
-4.10 1 06 4140 
+1 910 200 
+7 912 186 
-JO 523330 
-30 6230 3330 
-1 4430 3030 
_ • 174 8110 
- BW 320 
-2 268 160 : 
+.80 248 100: 
-1 228 145 
+16130 4G3D : 
_ 7830 01 : 

-a 705 441 
_ -235 142 
+.1024.80 835 1 
+30 2430 11.10 
-1 18611315 , 
_ 105 118 
-1 4030 26 ; 

-(40 5230 28 I 

+1 158 90.10 

-140 407 IK ' 
_ *486 2S9 
+3 -22017130 
_ *214 170 
1087330 
_ 106 6130 
+130 178 81 

-8 -645 260 1 
-8 *662 3B5 

H J8 | S: 

-1 52 30 

-« 33625170 : 
_ 300 240 
_ 38 28 : 

+AD17JW 9^0 
+130 14330 63M : 
-M 97.10 » : 

__ 130 041. 


FRANCE {Sfip 12 /FlBj 

abf 23Q.1 n +.7oz*aan^o ; 

floor* 044 -16 1,029 606 

AJrtJn BOB +7 999 7W 

a++J 778 —3 687 M 

Apt! 1300 -29 1.749 1700 

An 384.10 I 

EBC 400 -10 5*3 337 

BNP 28020 -110 301 1B3J0 
Bat *097 -8 615497.10 

Bf*uO 320-10 

ri 


GfflUNY (Sep 12 / Dir) 

ABMV 4130 -2(40 4100 1&30 — — 
AVA 4S3 -770 0G8 400 — 85.7 
AriUoRg 1J10 -45 137V 1380 13 2*3 

Adhta 2T6 +430 237 122 0391.0 
AfelZ 9»J0 -mS04B8302BL5D 0(4 14 
Alma 12730 +230 184 112 13 317 
BASF 0130 -135 7970 4431 23 133 
BIMPf B3B +101.000 615 1.7 233 
Brimrk 320 -1 816 460 1.7 633 

Brian 4230 -35 6130 25 2617(4 

Bayar 88.10 -1357V3053J4 23 172 
BanrH 70.18 +M 80304030 11 *M 
BUM* 1J10 -28 1J44 B56M 1.1 263 

BnarV 8430 -230 1154832 17 373 
SSar 7110 -30 8830 6730 13217 
Barter 3180 -30 4830 3775 1ZJ 173 
BHFBA 50.10 -13060303430 23 283 
BHBg 6830 -130*1305430 17204 
Bah 14230 -130 161 101 _ — 
Burin . 675 -630 00066130 13183 
COM 151 -3 190 80 13 — 

CaBOn 158 -2 208 1103D 1.1213 

Gamut* HUO -270 7240 Slffi 23 Tfl-7 
Cngn 500 — 670 484 17303 

{££ 44 -135 5030 2*30 14287 

.DU*. 188 +1 220 

OrtrifiaOJOr -120161316036 03244 
Dgaaaa ■ 8630 -430 1065236 13223 
Of Bib 110.10 -440 .145 97 — — 

DtBk 10430 -230 1326120 17243 
DtTtf 3430 -006*4435 2942- 3J 303 
DMB 14.10 -1BJ5 110 

DkWA* 137 -1 156 110 13 174 

Data 6236 -.10 7730 66JM 12 21.1 
Dawk 36 +36 -442030 13113 
DitdBk 73.107 -235 Bill 3674 23 223 
Fffl 305 -70 -325 280 87 — 
FapKug 3230 -30 31101636 13 1U 
gST^ 580 -ID 737 457 17 233 
BEAPf 583 -2 “714 475 23173 

Q»E 10070 -230 12BB2L40 13113 
Gmrim 2433 -.10 3738 21 4.1 1 04 

auscb 564 JO —SO 720 580 2.1443 
Grafiff 520 +25 Sre 382 33 111 
HataB 468 -.-sod *z* 22S2J 

Hartma 485 _ -*75 425 13 24.0 

HaUZm 144 IB -2 167 S336 1.1 183 

HnktfP 0*30 -4.16 108 6030 14 2U 
HrttZ 141 _ 205 HIM — 

Hod* 82.70 -i^«ajog*> 14 na 
ITCHt 7170 -830 M5246 23211 

KQ-ran G20 -5 W6 3Z7 _ — 

HnttSc 61 -17330 44 23313 

ttortm 236 — 244212a 33 311 

MB 33-50 -1304040 2176 3.7 213 
WB 5130 -70 62 4830 23 283 

tadWk 431 +1 513 31S 21 203 

JoghPr 280 -15 308 142 0.1 ~ 
iSBtS 181 -130 10ia 118-503 

Kata 59110 „ 623 580 16 _ 

KIMS 626-28.58 7Zfl 476 13 _ 

KJDcfeW 11U0 -330 142 48 — — 

KhtfpF 30030 -16.70 *400 2« 14 837 

Udmr 9730 -120 WSLM - 

LschB 746 *780 520 13 883 

iSlW 83 — TIM 56 23 214 

Linds 1301 -231435 908 13 273 

UMt 08 -1 130-10 70 — — 

uSSu 3735 — 361835 13 — 

UAN mOLM -730 688 386 24213 
MANFf 4033D +1JO *77 2*10 f* - 
IMM 846 +8 >16 644 1.1 

MUM# 1,005 -20 “1,158 620 13303 
Hnt B5 -3.70 7745 5430 13 233 
Htfg 4008 -3043J026M -164 
Mobs 71TO* -3.7(iioam *am 13 su 
Hanoi 6150* -1 75 33JM13 — 

Muring 654 . -18 701 342 03 733 

UkHT 430 —*450 305 13 633 

NuaHoA 1.680 _ 2376 1.1M 0.7 — 

SEr 33130 +30 339 194 2.1108 
Panel) 2370 -165 2,860 061 0-1 _ 

PM? 3110 —.40 3140 27J0 63 143 
prang *7170 -830 683330a 13 24.7 
Ml 4430 +70 8730 42 &S 11.7 

RWE TB40 -340 M30 DM 13206 
HUE PI 8770 -240 raJO 4170 23227 
RWBta 430 — *440 307 37 — 

S5ta »>3+i3a<ai;-o 2J)i»4 

rmw i«s 8018 ■— — 

Rmta 287 +2 333 211 — 102 

SAPfe 413 -4.70 4421803)0471* 
230 -8 282 167 13 263 

SXW 6030 -2.10 65 4020 13 274 

Idrng 17230 -73021388 IMM 13 

881 +1 <152Bai3BSJ 

ISIS. 11060 -130 131 JD 7037 \A2U 


The sky’s the limit for 
airline travellers, 
courtesy of Collins 
communications systems 
for two-way phone calls 
and faxes. 
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Brian 12315 
Brian 4400 
tops 5405 
Enas 6360 
Mntar 1060 
MMO 17.710 
Maitat 7385 
Marine 12.185 
Hooted 1354 
Moons 840 
DM 560 
PM 2,®fl 
nsm 4466 
tari te 503 
RASH 1750 
HAS 14340 
Moaac 11380 
SAI 15336 
MR 5.470 
SKi 728 
SlflaA 1080 
Srip4n 1470 
6PBBH 1ZJ50 
SW 


+7- Mgk La« TH PTE 

-20123507710 63 H5 
-9643853380 33 2BJ 
+5 7390 4380 24318 
+8S 1880 3305 22 210 
+30 3,1 B51450 26311 
+601630 5360 13223 
+20 6396 6(470 24 213 
+230 OJ 50 7300 13 253 
+40 1J54 863 13 7.1 
+151320 780180 53 
+12T.WU B8S — — 
-40 3.«J01J58 33 193 
-605,190 2530 23111 

— 703 2B2 — — 
+265100006315 43114 

+50 19,720 12J85 23 172 
+05120007386 13 303 
+95 10325 11 JBO 13 313 
-12063304370 4411.1 
-1 810 476 - S3 
+1064,1451350 - — 
-25 1740 6450 1.7211 
-20 15,180 0,000 23233 
-2 "BB3 438 _ 

■444 277 — — 
11300 8300 63 143 
+25 1308 1.106 33 172 
+195 6330 4435 11 242 
+100 302DD 11300 — 5J 
+83 6436 2386 02 . - 
+513101,817 12 — 
+15 430O2WO 14 82 
+3012.1*3 — 420 

+40 7^030 3358 — 243 
-20 w60 8.BO0 S3 _ 

— 103501800 63 18 
+15024.15015200 21172 
+300 H35fl 8.700 27 
-30OHS.W0 1300 1.1 — 

-90 5300 3340 47 453 


KnHUunseepi2/Ffe.) 

ABNAnr 39.10 +1J0S250 2233 
>S0*4 l*aHM -J01BU08230; 
T&Zi 8430 +2010ia5HJ»: 
4170 +1.40 74-iffl 3122 

311 +2 354 mm ; 

AHNV 32370 -130310)0 279 
BntoDH 3240 +J0 45.702530 ■ 
BoriCfl 3830 +30 45 81.10: 

COM . 84 -0011750 81.10 

(tan 2781 +2833401.700 

CaaGani 64 JO +1207240 38.10 : 
D6U 180 +.70 23815520 1 
DacM 10440 -.10 124 5937 : 
48J0 +30 8340 44 I 

1039402030 ; 
.80 10D90 *820 ; 

10110 +.80 11350 77 

tanc mm +.10 76 4110 1 

QlriU 7V +223) 7950 3930 

_ S0 4BJQ ; 


39J0 -1 4170 2170: 

115 — 14130 M.«0; 

8930 -260 9750 5435 
13150 +J01SU0 87.10 ; 

I 5450 +21 6430 6344 
G2JD +.30 7430 37 ! 

7030 -130 8130 3170 
' 4120 +30 6130 34 < 

724011 +240 8030 68 

1Z3JS0 +i3QUfljoma : 

0130 +30 71 4140 i 


+/- Mob law M 
P0LAm(Sap12/Zktty) 

BkMuy 4730 -.70 ^483730 - — 
EMnn 3150 +50-3150 8 03413 

Exbud 4250 +50 *42501150 — 975 
Uttsb 3050 +50 -31 a 12( 0 - - 
Hods) 221 +15 -221 12U0 05 - 

Wen* 1730ri . +30 WS0 1050 4.1 14 
2)rite 270* — *275 133 17 — 

panuBALpep 12 /EscuOo) 

BC0F1 3370 +5 4,151 1SUI 22 223 

BCPwt 3483 +383001396 20117 

BESaa 4,756 -8553502307 28214 

BanCTA 3331 +U3J1D2JS1 42127 
BacaP 2279 -21 '4JKD 2700 - - 

asoiCnl 1250 -3883004^6 03 — 
PTtfaO 7396 +15 7.795 3310 1.9 382 
Boater 6336 -19 1140 4420 22 212 

Triad 13350 +100 U» 0300 - - 
llntar 2761 -78 1250 2300 93 173 


SMKEHUNDCSeplZ/Ffl) 


-6 2,446 1483 I 
♦1 <87 292 
+5 831 323 I 

— 1517 906 
-61534 Sifl 
+20 *2710 1300 I 
+8 1266 BOB 
+27 2160 1220 
1 970 771 
1933 116 I 
*1200 57S 
75151311075 
+26 1,155 418 I 
25 215120a: 
+5 6350 +.510 : 
-SOW 3 JIB I 
545 472 : 
+40 2400 1.104 : 
+2 654 452 I 
+61,140 782' 
+22 1.487 575 
+125029550 176 
+1 1335 575 : 
-4 246 120 : 
1524501365 
+38 2025 2170 
-3 2.06G 1303 
182535 im 
-6 2J25 IBUO 
+172B30 1J45 ; 
+6 086 522 
+8 385 140 I 
•5 2350 1300 I 
+8 728 314 
+05 23,450 14J00 I 
+1014JBD B30S I 
+15 1100 1,781 I 
+1D3J802&00: 

S5S 4S® : 

+20 987 755 
+3 22875 DUD I 
+52325 855 
+101310 494 
I -0020001.179 
-20 21901.140 
-35 81 a 47a 
+2 613 545 
, +301589 695 
l +630 *448 377 
i +J04azaz» - 
-2228513 
l -JO *253 188 
+41,7691.128 

i iilS % 

+1 647 320 


TDRXEf (Sap 12/TkLka) 


AktwA 13350 -WS) 1300 14413 
ArekAS 20,750 -250 lUBI 53S2 1.1 — 
CbkBt 270,000 +5000 Wi 185® 16 - 
Enfifr 41300 *1300 KDD9 23750 03 71.7 
KfiCMd 47.500 m +1300 -47JSB 19300 13 — 

Paddo 81,000 +10)0 -tuni(1300 73117 
TBaSaa 1800 — 19001.832 6J223 

lUxOF 9300 -100 -TUB 1M 1.0913 
Turttfrv 48300 _ -JOES 97M _ __ 

TixVH 820300a — -BMSfJOO 03 — 


-16025001.780 
-I 420 295 
-10 775 370 
-10 770 «6 
-40 730 336 
+201.6*01380 
■67151' “■ 
-20 IK* uni* i 


_ 515 3M 
-1013101380 I 
-802670 *390 I 
+3 1 390781.70 

-130 lira am i 

-10 5,600 1210 1 
-3 830 270 
-60 21801,140 I 
-11 572 400 : 

-9011901100 I 
-12 588 351 
-10 B4B 432 
-10 680 257 


n*n Q.7 

1770 -80 IJSD 851 0.6 523 

IJlfed -180 23001.160 03 ~ 
1330 -20 1.780 966 17 S73 

540 -0 885 SO* 03 _ 

021 -18 005 461 13322 

*Z7 -B 810 *25 — _ 

710 -10 030 B70 28 505 

311 -0 B77 TO 1(1 _ 

499 +1 814 377 03 _ 

249 -2 524 240 28 72A 

1339 +201370 881 OJ — 

430 —5 857 425 13 295 

HachSk 1.100 -» 1320 985 0J412 

603 +2 6*0 6*0 OJ _ 

401 -4 489 384 - _ 

216 -a 376 204 _. 77.1 

09 -2 415 60 — — 

691 -100 BOO B53 0.7 — 

145 -6 462 145 3(4 107 

G27 -13 BOO 62E 1.1 25.1 

512 -81.14Q SCO 17 253 

8.480 SSO 9.650 9310 02 335 

(_.«. 300 -11 850 990 13*0.2 

Kticrt* 1,030 -201390 DM 1.1403 

WCart 851 -891,110 670 13 343 

wood 2248 +80 2.590 1.870 OJ 303 

HMU 720 — 139) 700 18 B8J 

mm 280D _ 3J70 2130 18 533 

HMWI 60S -10 1.100 903 1.7 295 

WZfsn 348 -3 585 391 1.7 293 

HokB> 2000 - 2580 t JOO 25 283 

HriOtfk 108 -2 292 107 25 — 

im -7 &ffl 32S 12 

1J10 -10 25801310 25 513 

3720 -60 4,180 2570 03 184 

MaFd 2310 +30 21901480 0.0 293 

HoySCP 4J20 -10 0.480 3520 05 35.1 

l5r^ 332 -20 550 330 13 315 

B24 >28 600 E22 05 48.0 

656 +9 890 S40 03 523 

BIB -7 1.000 570 15283 

hdEk 1490 -+S0 2520 1350 03 _ 
297 -3 485 234 _ 123 

1300 —1,6901.120 03 503 

288 -2 380 228 ... __ 

*00 —1320 305 2J 85 

343 -IB 830 335 1 J 383 

495 -16 718 499 15 526 

nana *as +i* ess 4&o ai - 

toYbk B3WUD -50 7,180 4390 05 343 

Mata 347 -8 630 337 1.7 — 

hiftsuE 207 -2 680 203 _ — 

tnrty 1,0B0a - 1310 1390 21 183 

— 700 -11 em 000 0.7 23.0 

472 — 1528 480 2.1 553 

Jl/C 1450 -20 1,71® 880 OJ __ 

JnSawU 157 -a 5*7 154 __ 5.1 

488 -8 788 450 __ _ 

102 402 100 26 103 

107 -6 494 100 — 

1300 -30 1,090 914 0.7 30.9 

_ 570300 +1300 5*.K0 03 325 

JUUaat 413300 -6300 "S.aa sun) 12 212 

JpSDW 160 -7 328 ije ... _ 

472 -a 748 470 1.1 _ 

948 -11 1350 700 OJ 22.4 

.320000 -mm 'jam ubb a* 28.4 

JT 962.000 +2136) 'KB NMD 0.7 243 
J0MU) 714 -3 1310 7DB 13 34.7 

■ 913 -13 825 E03 OJ 

3300 -20 4.570 2040 07 263 

7jv __uao632o ae4ao 
970 -30 944 640 13 7U 

883 -17 1JB0 479 15 787 

490 ... 833 456 1582.0 

883 -181580 754 15 25.1 

167 297 IB* ™ .. 

745 792 401 03 398 

2S6 _ 542 233 - - 

taffi 9930 +20 2490 2040 25 39.6 
KSBiPn 352 -8 G3S 349 1.7 24(4 

Kao 1380 _ 15401.170 OJ 367 

KmHry 454 -1 ESI 431 15Z77 

taMn 163 +4 324 1 3 — lil 

Kansu 255 -15 391 251 12 — 

KSflEx BM -3 638 497 1.0 _ 

Kami 506 650 506 13 53.3 

Kaynca 1 6.70o -an 19500 13300 21 408 
fflMn 677 -1 989 560 13 183 

nmta 1300 —1.7101760 07 223 

KWdK 677 -5 784 662 27 

nm 1310a -401540 942 17 M3 

181 -3 300 IM — 203 

7Si -38 9*0 715 1.0 27 .0 

KaKEh 2120 -10 2820 1 360 28 227 
2860 -30 2210 2560 05 34J 
995 -35 899 682 12 M3 

870 -6 823 821 15 523 

758 -231360 753 2B 27.1 

448 -7 984 446 15 235 

126 +4 405 111 2(4 ._ 

240 -6 408 230 1.7632 

Km 13® — 1.160 ££ 08305 

note" 3.120 +40 2480 2240 0.4 327 

Esa 

is 

ion) "3 812 442 13313 

634 -2D 610 316 1.1 653 

615 -12 878 484 1.7 30.7 

843 -81370 680 0.7 345 

1300 « 1340 1.440 1.1 35(4 


mom 100 -4 <04 106 _ — SdlPr 233 

warns 601 -I91JZZ0 49B 15 - 7 Mb* 275 

Wl«a 1580 -110 26® 1.17V 0-4 3*3 $M*fri 1035 

m&d tasaa +600)iK»ej80 13227 saaoH* 1254 


Sta 331 


+1 333 ia 10 - Send* 
-4 *87 as 1(4 „ gu»rt 
-5025101550 07 205 SGaoB 
-51320 630 13 303 SteMd 


_ _ SdrPr 233 -34 243 211 75 127403 

13 _ 7Mb* 5.75 +33 530 336 33 203 815 

0(1343 SMWBt 1035 -3511180 6J5 4J2 _ 1 UO B 
13 227 SBOIM* 1264 -.161136 9 11117 237W 
3 a 1 tataa 4.70 -36 125 4K 27125 4100 

15 — aK*B 487 -30 118 142 35214 1Z3E4 


487 -30 118 142 35214 129324 

108 -24 112 730 64 11.1 ICO 

348 +32 183 206 73243 6B426 

189 +38 736 559 43 1800 


~t 092 420 14 435 Tritfn OTfiffl +38 739 U9 43 — 
-19 641 331 1533.4 TtantC IBSK +.10*733 650 13 — 


848 -18 1,680 740 14918 Hnxb . 13*5 
-11 806 550 1.4 101 «MC 160 -J 
614 297 0.7 - Wrior 1138 
-.13061.1a 13 - WriMf 2M -( 
-14 703 483 14 403 mOIr 270 _ 

-7 630 301 20 — wdpec 6.10 - 


1345 _ *1,116 707 4,7 

160 -25 650 650 20245 


1138 -.141351 7.72 45 g4 ’j*®* 
2M -46 27 1850 26 285 

9 70 Ml 5 71 71 140 7800 


227 74143 
117 44118 


-14 705 481 13213 ttkidPt 11 J2 +31 1150 737 1.7 645 

-15 888 207 25173 WUMB 4.06a -37 453 273 33 175 

+3 315 BBo 1 J> 

626 +16 1.140 408 1.1 455 

:15 m 

+1 1.110 B7B 1.1 165 

™ SS 9-25H! Aawyfr 7.70 +.75 1130 7.10 95 122 

781 -91,190 765 TJJ2SL6 ry-irSh. 27 jm 33,3 0 ”” 7 ff Iff ? 

DM -1^0 759 JL5Z7J “g W fflo “ „ 

SS “35 ^ 35 0,8 +7S Bt&l 270 _ 350 142 11 _ 

.££ I5S caw 177* -32 470 2753311.2 


100 Carfik 
068821 OulMI 
96071 COM 


12091 Cantax 
*590 Catan 
3003 GrtCa_ 




MJO +1 96 65 1.7 143 1 3*0*7 QnaH) 

42a +150 45.40 3270 35 17.4 £qg 00 tartn 

77 -S 91.76 67 JO 65 677 jjq rSSJm 


417 -6 S85 300 13 353 

rn —m IUA 41)0 1 7 77-5 

S 1 '2S 251^155 SS 3330 ^is 3830 ‘655 0303 auaS SSs 
, -13 634 320 15 227 J25SJ T2 Sin I? BU 55!?“ 

481 -19724BI8D9S 15 2BJ « 10 13 !!? 222 £5 

-18 m3 bob ij 22.) ^ H Iri 5959 2"^ 


.140 -701501 1.1® 17 K3 SJM U-30 '**> ll 5^^ D£d° 


— " 314 -21 1590 BOO 07 38.4 

438 -23 >10 436 15 _ M*? 

-12 397 20 24 413 ««C 

+81.100 730 as — 

-4 332 370 1.1 >33 

-O 7« 368 21514 tad) 

NsteM 2870 -20 3320 Z.1M 03 4Z1 » S«. 

— — BOS -101370 BOO 13 — 

367 +17 410 SSU 05 103 KSamB 

WDnk 2300 -90 2450 1 530 03 203 HtfbPl 




38 +150 4020 9 21 172 *e?23 DotalTx 
2D0 -35 4.70 153 4,1 _ 1421) Douarx 

9 -.0512S) U8.7 _ 7245 DUMA 

2250 +55 8920 21.10 15 102 12000 DuPOA 

ZJU +.10 425 129 54 — 

3250 -.*0 4950 30 26 75 

JSttal +2 279 134 02 192 15399 ~ ' “ 

14 +25 191250 9.1 82 1B2919 

84 +150 118 76 34 21.4 ]2*iS75 

1150 -.101340 10 45 03 40700 Em 
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MONDAY 


Key Irish talks 

The British and Irish governments, 
with the province’s main parties, are 
due to launch negotiations on Northern 
Ireland's constitutional future amid 
uncertainty over whether the Ulster 
Unionist party will attend. After last 
week's warning from the IRA that it 
would not hand in its arms ahead of a 
final settlement its political wing Sum 
Fein will be under renewed pressure 
from the British government to provide 
assurances that it will forswear 
violence and abide by the outcome of 
negotiations. The meeting, at Stormont 
outside Belfast is the first time 
negotiations have taken place during a 

ceasefire. 


Norwegian vote 

Norway's voters go to the polls today 
in the country's parliamentary 
elections. Opinion polls suggest the 
existing minority Labour government 
could struggle on with about 35 per 
cent of the vote. If its share falls below 
that, Thorbjom Jagland, the prime 
minister, could resign to make way for 
a centre-right coalition comprising the 
Centre Party, the Liberals and the 
Christian Democrats. Although the 
campaign ended officially at t he 
weekend, the political horse trading 
could continue for some weeks as party 
leaders try to win support to form a 
new government in the Storting. 


Agenda 2000 

EU foreign minis ters hold their first 
in-depth debate on Agenda 2000, the 
European Commission's blueprint for 
enlargement At issue is whether EU 
governments will accept the 
Commission’s verdict that the Czech 
Republic. Hungary. Poland, Estonia 
and Slovenia, plus Cyprus, are ready to 
begin negotiations next year for entry 
into the Union early next century. 
Sweden is leading a minority in favour 
of opening negotiations with all 10 
applicant countries from central and 
eastern Europe, except for Slovakia, on 
account of its unstable democracy and 
poor human rights record. 


Booker shortlist 

The shortlist 
for the Booker 
Prize for 
Fiction is due 
to be 

announced in 
London. Among 
the winners of 
the prize, worth 
£20.000. are 
Graham Swift, Salman Rushdie. 
Kingsley Amis, Iris Murdoch and Paul 
Scott The winner will be announced 
on October 14. 

FT Survey 
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Other economic news 




Sirm Fein, the IRA's political wing, wfll be under renewed pressure to abide by the outcome of talks on Northern Ireland due to start today 


Public holidays 

Japan. Mexico. Slovak Republic. 


TUESDAY 


Poland’s Nato bid 

Poland, the largest of the three 
candidates for Nato membership, starts 
talks with the alliance in Brussels on 
the terms of entry. The meeting follows 
a similar Nato session with the 
Hungarians last week. The Czechs are 
due in the Belgian capital on 
September 23. 

Japanese trade concern 

The Japanese balance of payments 
figures are due to be released today. 
Tension over Japan’s growing trade 
surplus has been growing between the 
Washington and Tokyo as the dollar 
records sharp rises against the yen, 
because of concern about the sluggish 
Japanese economy. The US wants 
Japan to stimulate domestic demand 
and not rely an export growth. Earlier 
this month Japan announced that its 
trade surplus more than trebled during 
the first 20 days of August compared 
with the same period a year ago. 

Unctad report 

The United Nations Conference on 
Trade and Development publishes its 
annual Trade and Development Report 
which this year focuses on the 
problems of globalisation. 

Geneva-based Unctad is expected to • 
echo the concerns of the World Council 
of Churches that globalisation is 
widening social and economic divisions 
around the world. But it also argues 
that appropriate policies can harness 


global economic forces to benefit both 
rich and poor. 

Netherlands budget 

The Dutch government presents its 
budget for 1998, with tax cuts expected 
ahead of a general election next May. 
The three-party coalition of social 
democrats, reformists and free 
marketeers presides over one of 
Europe's most successful economies, 
which will meet the main requirements 
for membership of the planned single 
currency zone. Government debt is still 
above Emu norms, however, and some 
commentators fear that vote-winning 
measures may protract the move to a 
zero public deficit. 

Soccer 

Uefa Cup first round, first leg 

Public holidays 

South Korea, Mexico, Taiwan. 


WEDNESDAY 17 


High finance in HK 

Hong Kong will be host to the 
International Monetary Fund and 
World Bank annual meetings and a 
string of associated events which will 
run to September 24. Some 300 VIPs 
and around 14,000 delegates, including 
top bankers, governors of central 
h anks and finance ministers, are 
expected to gather. One issue to be 
addressed is the cut the IMF and the 
World Bank have made to the 
estimated cost of their debt relief 
initiative for poor countries. Vigorous 
arm-twisting will still be needed to 
secure the necessary financing. 


Ireland’s choice 

Ireland’s two main parties, Fianna Fail 
and Fine Gael, are due to meet today to 
choose their candidates for next 
month's presidential election to find a 
successor for the popular Mary 
Robinson. Fianna Fail will have to 
decide whether to stick with Albert 
Reynolds, the former prime minister, 
who may not have sufficient support 
outside the party to secure the job, or 
to plump for another candidate. Fine 
Gael have to choose between Avril 
Doyle, a former junior minister, and 
MEP Mary Banotti. Labour has 
promised a surprise. Dub Un-bora pop 
singer and third world campaigner Bob 
Geldof has been mentioned, as has 
Marlon Finucane, a radio chat show 
host on RTE. the state broadcaster. 


FT Surveys 

Moscow as a Business Centre; Malta 

Public holidays 

Hong Kong. South Korea 


THURSDAY 


Welsh referendum 

The Scots have voted “yes". The 
question is now: will the Welsh follow 
suit? They will be casting their votes 
for and against a Welsh Assembly 
today. The UK government is urging 
Welsh voters to turn out in force 
following the resounding support that 
the Scots gave to devolution last week. 
One minister, however, has sounded a 
cautious note, saying that the Scottish 
vote would not automatically secure 
public approval for a Welsh 
Assembly. 


Financial services 

Negotiators meet in Geneva to take 
stock of efforts to reach a World Trade 

Organisation accord on 
services, which is due for completion 
by mid-December. Currency turmoil in 
east Asia has cast a shadow over the 
talks, intended to open, banking, 
insurance and securities services 
worldwide to greater foreign 
competition. Washington, which pulled 
out of an earlier deal, is wearing on 
better offers from more advanced 
developing countries in east Asia and 
Latin America before it will sign up to 
a new pact 

Franco-German summit 

German and French leaders meet in 
Weimar for their 70th bilateral summit 
amid continuing disquiet in Bonn over 
differences on European policy. 
Although Helmut Kohl, the German 
chancellor, and Lionel Joepiru the 
French prime minister, agreed how to 
make pr ogress towards economic and 
monetary union in brief talks in Bonn 

last month, differences remain over 

employment policy. Because of 
monetary meetings in Asia, the 
Weimar taiira win tairo place without 
finance ministers. 

Star billing 

The first 
single-owner 
auction of 
Hollywood film 
pasters to be 
held in 
Sotheby's 
London 
salerooms will 
star such film 
legends as Greta Garbo. Fred Astaire, 
Clark Gable and James Stewart on 
posters advertising movie classics from 
Fra n kenstein to The Gay Divorcee. The 
collection is expected to fetch more 
than £300,000. The works of Norman 
Rockwell. Bernard Buffet and Albert 
Hirschfield are among those to come 
under the hammer. 


Public holiday 

Chile 



FRIDAY 


Asia-Europe link 

Finance ministers from East Asia and 
Europe gather in Bangkok for a day of 
discussions before the World Bank and 
International Monetary Fund annual 
meetings- The gathering is the outcome 
of last year’s inaugural Asia-Europe 
Meeting, also held hi Bangkok. The 
informal talks are expected to focus on 
the international repercussions of 
south east Asia’s currency crisis and 
the effects on east Asia of the euro. 

Landmines ban 

The Oslo diplomatic conference on 
anti-personnel landmines ends today, 
with organisers hoping that delegates 
from more than 100 countries can agree 
a treaty banning the weapons. The 
conference, which opened with tributes 



Princess of Wales, has been 

to D ^ an Sd bv wrangling over a series 
domU lnfeients proposed by countries 

jjumfte KSTa draft 

Ottawa in December. 
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WEEKEND 20-21 


Greens on Black Sea 

The great, the 
good and the 
green embark 
on an 

environmental 
cruise in the 
heavily 
polluted Black 
Sea on 

pm ■ ■ i Saturday fto 

Sept 28) under the auspices of 
Patriarch Bartholomew, the 
Istanbul -based spiritual leader of the 
Eastern Orthodox Chnsuans. 
and Jacques Santer. Pr^den. of the 
European Commission. More than 200 
scientists, politicians and churchmen 
will bold shipboard workshops and 
seminars in Black Sea ports and 
fishing villages. They will prepare an 
action plan aimed at reversing 
environmental damage caused by 
industrial effluents and over-fishing m 
the past 30 years. 

Polish poll 

Poland bolds parliamentary elections 
on Sunday in which the former 
communist Left Democratic Alliance 
(SLD), currently leading a two-party 
government coalition with the Polish 
Peasant Party (PSL), will face a strong 
challenge from Solidarity Electoral 
Action (AWS). a right-wing coalition 
led by the Solidarity trade union. The 

SLD and the AWS are running neck 

and neck in the opinion polls and 
appear fated to turn to the smaller 
parties for coalition partners if they are 
to form a government. This would give 
the free-market Freedom Union party, 
led by Leszek Balcerowicz. a runner 
finan ce minister, a pivotal position in 
subsequent talks about the next 
administration. 

Sailing the world 

Competitors in the gruelling Whitbread 
Round the World Race for the Volvo 
Trophy set sail from Southampton. 
England , on Sunday. 

Motor racing 

Austrian Grand Prix at the new 
Al-Ring, Zeltwig. on Sunday. 

Public holidays 

Sunday: Armenia, Malta. 


Compiled by Bob Vincent 
Fax: (+44) (0)171 873 3194. 


ECONOMIC DIARY 


Monday: Finland's rate of 
consumer price inflation 
could touch levels last seen 
in 1995, with August’s figure 
pushed up by higher petrol 
prices. 

Tuesday: US consumer price 
data and Japan's sensitive 
trade balance published. 
Increased gasoline prices in 
the US could lead to highest 
monthly rise in the con- 
sumer price index since the 
start of last year. 
Wednesday: UK unemploy- 
ment data and latest retail 
sales figures for August will 
be released. A strong 
increase in average earnings 
could follow recent upturns 
in price infla tion and tight- 
ness in the labour market 
Thursday: All eyes an the 
Bundesbank, which meets in 
Frankfurt today. The 
chances of an increase in the 
repo rate rose towards the 
end of last week. Latest data 
may also help the council’s 
decision: M3 money supply 
is expected to have acceler- 
ated, while the Ifo business 
index previously showed an 
improvement during July. 
Friday: Canada’s consumer 
inflation figures for August 
should continue to indicate 
little pressure on prices from 
the domestic economy. 
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Brazil 

August tbrax reserves SB cash ' 

• $62bn 



US 

August import price index 


-02% - 


Spain 

August budget cash balance ESPS 

•. -Pta375bo 

Pta174bri * 


N ‘lands 

Aug unemployment rate 3 mths to 

5.7% 

5.7% 


Russia 

August gross-domestic product **- 


o.o%. 

Thu's 

Italy 

■ July industrial production SA * 

0.2% 

0.4% 


Japan 

August Tokyo dept store sales.** ■ 


- 5 . 7 % : - 

Sept 18 

UK 

August M4 lending £B 

£5.0bn 

£4.3bn 


Germany 

August private terkfing 6-mth anri - 

07% 

7.0% 


UK 

August vehicle production 


N/A 


Italy 

August balance of payments (TLT 


_ L12-1tm * •• 


UK 


August CBi industrial trends 


N/A 


•month on mrth. "year « year 


• Statist **, cotrtayMMS tntamtionaL 


ACROSS 

1 Cast ashore? That's rough 
( 6 ) 

4 Caught by stumper, all out 
- ready for tea? C8) 

9 This style of architecture 
has Us points (6) 

10 Short encounter finished In 
rejection <&) 

12 He favours dictation above 
all his subjects (81 

IS Mixed up Presbyterian not 
best In this? (6) 

15 Old queen performed with 
nothing on (4) 

16 Enthronement of firm king 
has appeal to the country 
UO) 

19 Never satisfied with played 
out banalities (10) 

20 Note antique - it’s valuable 
14) 

23 Love duets translated and 
put out (6) 

25 What retiring swains are 
incapable of making (8) 

27 Willing to back scholar and 
provide means (8) 

28 Glum as a walrus, having 
consumed nothing (6) 

29 Fine words (8) 

30 Wager about dumb animal 
being a dog (6) 


DOWN 

1 Rider finds it diffi cult to 
hold a horse (7) 

2 Positions assumed by a 
duettist (9) 

3 Used for light punishment? 
(6) 

5 Excellent yet not well done 
<4) 

6 Defective bearing (6) 

7 It’s not easily carved by 

one in a confused state (5) 

8 Colouring when second 
offence is detailed (7) 

11 Russian vessel (7) 

14 Make an impact (7) 

17 Smooth foil used for dear- 
ration (45) 

18 Accommodation for poor 
sailors? (8) 

19 Met lines of equal pressure 
17) 

21 Upbraided a fool, perhaps 
(7) 

22 Each year, a deity requires 
a temple (6) 

24 Rear to be tough (5) 

26 Smart boy that is raised in 
France (4) 



MONDAY PRIZE CROSSWORD 

No.9,480 Set by DANTE 

Six bottles of Davys Celebration Champagne Cor the first correct solu- 
tion opened and three runner-up prizes of £40 Davys food and wine 
vouchers redeenable in person or by post These prizes are available 
telly to winners living in Rtieland, Scotland and Wales. Winners with 
overseas addresses will receive a set of silver-plated place name bases 
and cards. Solutions by Thursday September 25, marked Monday Cross- 
word 9.480 on the mvetope. to the Financial 'limes. 1 Southwark Bridge, 
London SE1 9HL. Solution on Monday September 29. Please allow 28 
days for delivery of prizes. 

Shttu' .. — i i 


Address-.. 


Solution 9,468 


WINNERS 9,468: Mrs EL Holley, Boston, Lincolnshire; T. 
Barry, Uxbridge; D. Graves. Quarley; Mrs G.C. Jones, 
Sittingbourne. Kent 




FINE WINES ANB EATING 


ARTAJL GROUP &A. 

Societc anooymc R.C Luncxbcaj: 3 44 -170 

Registered office: 39. Boulevard RoyaL C244} Luxanboog 

NOTICE 

to hereby given K> the bciden of start* m Anal Group S A. nbe Ccmpsiy i 
itar a genera] meeting etf nbarehokkxs of the Company will he heid si 3ro|UC 
de Luxembourg S.A. Boulevard Royal I-*. in Luxembourg cm 
September 25. 1997 at IftOO am. 

Such meeting will be held jointly witb a general meeting cf the ixcdfctikiers of 
And Luxembourg S.A. with a view to receiving a presenumcn tram Ami 
Luxembourg S_A_ m a imposed offer (the "Jana Repurchase Program' ; to be 
mode jointly id die dureholden of the Company axl la lae bondholders of 
Aim! Luxembourg SA. to aeO. respectively, all o pan «' them sbro u: die 
CompaiyUhe ’Shares") ahd all or port of ihcir bands in Anal Luxembourg: 5 A. 
fthe “Booth"} to Artal Luxembourg S.A. The sharchoideis of ihc Company jnd 
the bondholders of Aria] Luxembourg SJV who si mi crested in offering their 
States ondfar Bonds far sale undo the Jam Repur ch ase Program wlD be 
invited to deposit sudi Stares adhr Bonds wnh Banquede Luxembourg S A. 
at ihc adAms mentxmod above, during ihepenod between September 26. 1997 
mxi October 8. 1997 at 500 pjn. The Emi settlement under the Join! 
Repnehose Program is expected toocciran October 10. 1997 

A ncXicc describing the terms sal co n di ti ons of the form Repurchase Program 
win be ratable far ccnsubajon by the stareboldcn of the Company mid the 
bcndboldea of Altai l. irtrmb o mg S.A. a Banquede Luxembourg S.A. ai the 
address mentioned above. as from September 22. 1997. 

fire d e ci sion to be taken by the sbaebolderc of the Company to offer far sale 
nil is pan af thar Shares uodor the John Repurchase Program m in be takes 
mdrvBhially by each shatchoider tad. as a result, there is noqncvum cr majority 
requirement far. uor will there be any vote requited from, the general mcenng 
of shareholders of the Company. 

. On behalf of the Board of Directors 


NOTICE 

Hie United Mexican States 

Vataa Recovery Rights, Series A 

NOTICE IS HEREBY GIVEN pursuant to the Fiscal Agency 
Agreement dated as of March 28, 1990 (the "Agreement* 1 ) 
under which the above Rights were issued that the Fiscal 

Agent has received a Calculation Report far the Payment Dale 

occurring cm September 30, 1997 from die International Mon- 
et ary Fu nd, as Calculation Agent for the Rights tinder the 
Agreement; setting forth the following amounts: 

Current Oil Price USS 18.7347 

Reference CXI Price US$ 17.6930 

Current Oil Revenues USS 23 67,137,943 

Excess Base Revenues USS 166,366,592 

Excess Price Revenues USS 42&X286 

Based upon ihe Cal cu la t i o n Report the fiscal Agent has 
calculated for said Payment Date the following amounts: 

Value Recovery Payment US* 0.00069499982538674400 

Carryforward Amount USS 0 

By: embank, N-A* 

as Fiscal Agent 


September 15, 1997 












